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UNITED STATES POLICY TOWARD INDONESIA 


WEDNESDAY, MAY 7, 1997 


HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON ASIA AND THE PACIFIC, 
COMMITTEE ON INTERNATIONAL RELATIONS, 
Washington, DC. 


The Subcommittee met, pursuant to notice, at 1:35 p.m. in room 
2172, Rayburn House Office Building, Hon. Doug Bereuter (chair- 
man of the Subcommittee) presiding. 

Mr. BEREUTER. The Subcommittee will come to order. 

Today’s hearing looks at U.S. policy toward Indonesia, a country 
few Americans have heard much about until the recent allegations 
regarding campaign financing. That is unfortunate because Indo- 
nesia, with a population of over 200 million people, almost cer- 
tainly will be, if it is not already, the dominant nation in Southeast 
Asia. Also, it is important to recognize that Indonesia increasingly 
has emerged as a major constructive player on the world stage, 
playing key roles in ASEAN, APEC, the NAM, the OAC and the 
United Nations. 

Indonesia has done much to preserve peace in Southeast Asia, 
something very much in the U.S. interest. Indonesia has forged, or 
helped to forge, the Cambodian settlement, relieved tensions with 
China over the Spratly Island dispute, and brokered a settlement 
between the Philippine Government and the Moral Liberation 
Front. Although not a formal military ally, Indonesia has cooper- 
ated with us in numerous ways. During the Persian Gulf War, In- 
donesia, an Islamic country, was a major supporter of the alliance 
against Saddam Hussein. Indonesia has welcomed the U.S. security 
presence in the region and has granted U.S. forces access to Indo- 
nesian facilities. 

I believe that continued military interaction through training 
under the expanded IMET or E-IMET program and the sale of ap- 
propriately limited military equipment will advance U.S. security 
interests as well as the cause of democracy and human rights, if 
we pay attention to this relationship and if we make wise policy 
choices. 

Indonesia’s economic potential, of course, is enormous. U.S. ex- 
ports during the 1996 year totaled $4 billion, and U.S. investment, 
not counting investment of petroleum and gas, has reached about 
$7 billion. Still, it is my distinct and, I believe, informed impression 
that American business has yet to fully discover Indonesia. We will 
be interested to hear from our witnesses today about the opportuni- 
ties and the obstacles for U.S. business in Indonesia and what the 
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U.S. Government can do to ensure that American business can 
more fully participate in the ongoing Indonesian economic miracle. 

While Indonesia and the United States cooperate in many areas, 
there are a number of troubling features in the Indonesian land- 
scape that have complicated our overall relationship. Perhaps the 
most prominent is the nature of Indonesian politics, especially the 
government’s restriction on and practices related to human rights 
and the democratic processes. 

These circumstances have been especially evident during the cur- 
rent nationwide election campaign which some time next year al- 
most certainly will re-elect President Suharto for a seventh 5-year 
term. If he is alive and well and he runs, he will be re-elected. The 
government’s heavy-handed election procedures, including deciding 
who can run and what they can say, quite evidently show a basic 
lack of trust in the Indonesian people. That will lead many to ques- 
tion the legitimacy of the election results. 

The Indonesian Government’s security-oriented approach to the 
East Timor problem has failed to win the loyalty of the inhabitants. 
The recent awarding of the Nobel Peace Prize for Bishop Belo and 
Jose Ramos Horta has lifted the hopes of those people in East 
Timor or their supporters who call for full autonomy or independ- 
ence. But the prospects for a peaceful, satisfactory settlement of 
differences seem as far away as ever. 

Although serious human rights problems continue in Indonesia, 
including in East Timor—and, I might say, Irian Jaya, it should be 
recognized that Indonesia has institutions, some established by the 
government, that are establishing and advancing the cause of de- 
mocracy and human rights. Perhaps the most important of such 
new institutions is the National Commission on Human Rights. 

I was pleased to visit with them and learn some of the details 
of their activities in their headquarters last January. Established 
in 1992, the Commission has established itself as the leading force 
for the advancement of human rights in Indonesia. In addition, in- 
stitutions such as the Legal Aid Society and many other non-gov- 
ernmental organizations have promoted respect for human rights, 
awareness of the need to preserve the environment, and legal and 
electoral reform. 

Today, we will be interested to receive an update on develop- 
ments in Indonesia, to hear any recommendations our witnesses 
might have for U.S. policy. As we here in Congress consider and 
conduct oversight on U.S. policy toward Indonesia, I believe it is 
also important to realize that our influence on the Indonesian Gov- 
ernment is limited, especially when we act alone. Indonesia does 
not depend upon the United States for its security. Japan, not the 
United States, is the dominant external force in the Indonesian 
market. Our overall impact on their economy is not substantial. 
Therefore, although we can influence Indonesia’s behavior, our im- 
pact is likely to be mostly on the margin. 

I also believe it is essential that we not demonize Indonesia, al- 
though there may be a strong temptation to do so because of the 
highly questionable, perhaps unlawful, activities of Lippo Bank 
with regard to American election laws and perhaps our national se- 
curity. Also, I would emphasize that I have not seen evidence of a 
link between the Government of Indonesia and reported trans- 
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gression of Indonesian businessmen or Indonesian citizens during 
the 1996 election. I think we must be very careful not to attack the 
government because of alleged illegal acts that some of its citizens, 
corporations or Indonesian Americans may have committed. 

Finally, it seems to me that the debate in this country over U.S. 
policy toward Indonesia is not about goals. Most Americans would 
ike to have excellent relations with Indonesia across the full range 
of U.S. interest—economic, human rights, political, security. In- 
stead, the debate is over means—how can the United States best 
accomplish our goals and support U.S. interest in Indonesia for the 
benefit of both of our countries and peoples. 

To discuss these issues and many others today, we have a very 
distinguished panel of witnesses. Representing the Administration 
will be the Honorable Aurelia Brazeal, Deputy Assistant Secretary 
of State for East Asian and Pacific Affairs. Welcome, Ambassador. 

Ms. BRAZEAL. Thank you. 

Mr. BEREUTER. It is a pleasure to welcome you before the Sub- 
committee. 

Our second panel that I will name and introduce at this point in- 
cludes Dr. Paul Wolfowitz, currently the Dean of The Paul Nitze 
School of Advanced International Studies at Johns Hopkins Uni- 
versity. Dr. Wolfowitz has held many high-ranking positions in the 
government including Undersecretary of Defense for Policy from 
1989 to 1993 and U.S. Ambassador to Indonesia. 

Second on the panel, we are pleased to have Mr. Sidney Jones, 
a noted authority on Indonesia. He is executive director of the 
Human Rights Watch/Asia. 

And, third, Mr. Michael Gadbaw, a vice-president and senior 
counsel for General Electric who is the chairman of the U.S.-Indo- 
nesia Business Committee at the U.S. ASEAN Council for Business 
and Technology. 

Thank you all for coming and participating. I know we will bene- 
fit greatly from your insights and advice. Your entire statements 
will be made a part of the record and I would ask you to summa- 
rize your comments in approximately 10 minutes so we have time 
for questions. 

Before I begin and recognize the Secretary, I would like to turn 
to the Ranking Member and distinguished gentleman from Califor- 
nia, Mr. Berman, for any comments he might like to make. 

Mr. BERMAN. Well, thank you very much, Mr. Chairman. With 
the parliamentary elections in Indonesia only a few weeks away, 
this is an opportune moment for the Subcommittee to take the 
pulse of our relationship and assess its direction and I congratulate 
you for calling this hearing. 

President Suharto’s party has won every election since 1971. No 
one doubts that the ruling Golkar Party will once again win on 
May 29. Next March, I think it is everyone’s expectation that Presi- 
dent Suharto will win a seventh 5-year term, although at 75 or 
76—there seems to be a dispute about his age—it is unclear how 
much longer he will remain in charge. 

President Suharto has accomplished much for his country since 
coming to power in 1965. He has knitted together a geographically 
and ethnically diverse country, achieving high rates of economic 
growth. Development has come at a price, however: repressive poli- 
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cies against political opponents, trade unionists, environmentalists 
and other critics of government policies. There has been a great 
deal of attention focused on the situation in East Timor which the 
Indonesia military invaded in 1975. But there have been problems 
elsewhere, including Irian Jaya, and among union organizers in the 
new export-oriented industries and tribal groups protesting land 
confiscation by corporations, just to mention a few. 

The Congress has been vocal in expressing its concern, ending 
military training for the Indonesian military in 1992 because of 
concerns over human rights. Just last week, the International Rela- 
tions Committee adopted an amendment which I offered to H.R. 
1486, the State Department authorization bill, entitled, “The Indo- 
nesia Military Assistance Accountability Act,” (see appendix) and 
the effect of that amendment was to continue the prohibition on 
IMET and to suspend military assistance of items that can be used 
to violate human rights. 

Ironically, as our bilateral security relationship with Indonesia 
appears to be strengthening, the human rights situation appears to 
be worsening. Among investors, there is increasing concern over 
the corroding effects of corruption among the first family and its 
cronies. Ford Motor Company, for example, just announced it 
would not build cars in Indonesia until tax breaks to the presi- 
dent’s automaker-son were ended. President Suharto’s legacy of po- 
litical stability and economic growth may be endangered by crony- 
ism and political intolerance. This would be sad because Indonesia 
has gained so much and we have so much to gain from strengthen- 
ing our bilateral relationships. 

I look forward to the hearing and to the witnesses that you have 
scheduled, Mr. Chairman. Thank you. 

Mr. BEREUTER. Thank you very much, Mr. Berman. 

I have not met Sidney Jones but I begin with an apology. It is 
Ms. Sidney Jones. I made the wrong guess. We look forward to her 
testimony. 

And I recognize either of our other two Members in attendance. 
Mr. Brown. 

Mr. BRowN. Thank you, Mr. Chairman, for convening today’s 
hearing to give Members of the Subcommittee an opportunity to 
learn more about U.S. policy toward Indonesia, particularly in the 
area of human rights, trade, and labor standards. 

The attention of the world in the past several months has been 
focused on the plight of workers in factories making Nike shoes. 
We have heard reports of the payment of wages below subsistence 
level, forced over time, managers treating their workers abusively, 
and the refusal to provide adequate safety equipment. My constitu- 
ents, like millions of other Americans, want to know that the sport- 
ing goods they purchase are not the fruit of child labor, sweatshop 
conditions, abusive labor practices, and less than subsistence 
wages. 

One of the primary methods the United States has for addressing 
these abhorrent practices is through awarding or denying GSP 
trading privileges. The premise of the Generalized System of Pref- 
erences is that the creation of trade opportunities for developing 
countries is an effective, cost-efficient way of encouraging economic 
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development, and a key means of sustaining the momentum behind 
economic reform and liberalization. 

The U.S. Trade Representative is required by Congress to certify 
progress on workers rights as a condition for a developing country’s 
continued participation in the GSP program. According to the 
USTR’s 1996 annual report, a central purpose of GSP is to “afford 
all workers internationally recognized Sorkey rights.” This require- 
ment is achieved by conducting periodic country practice reviews. 

Since 1994, however, the United States has suspended the prac- 
tice of conducting formal reviews of Indonesia’s eligibility for GSP 
privileges. During that same year, the GSP program allowed Indo- 
nesian firms to ship $1.5 billion in goods to the United States duty- 
free, saving those firms an estimated $35 million in tariffs and 
making Indonesia the world’s fourth-largest beneficiary of the pro- 

am. 
ev Arid yet, what has the Indonesian Government done since 1994 
to merit this waiver of the formal review process? 

The State Department's 1996 human rights report condemned 
the Indonesian Government for severe restrictions on the freedoms 
of press, speech, assembly and association and, equally impor- 
tantly, for suppressing the development of a “truly free trade union 
movement.” 

Amnesty International has reported that the government held 
over 200 political prisoners in 1996, many of them prisoners of con- 
science, and that torture of detainees was common, in some cases 
resulting in death. 

Human Rights Watch/Asia reported in 1995 that no unions other 
than the government-controlled All-Indonesia Workers Union have 
been allowed to operate. Minimal progress has been reported over 
the last 2 years. The same group has stated that “intervention by 
the military in industrial Aispates is routine”. And Indonesia’s 
leading independent union leader, Muchtar Pakpahan, is currently 
on trial for subversion for having spoken out against the govern- 
ment’s denial of the right of Indonesian workers to form independ- 
ent labor unions. 

Moreover, Mr. Chairman, I am equally concerned with the re- 
sponsibility of corporate America in Indonesia, especially that of 
Nike. Although the company seems to have experienced a moral 
conversion of late, with its participation in the Administration’s 
Fair Labor Standards Coalition and its employing of Andrew Young 
to investigate working conditions in its Asian factories, doubts 
about “the swoosh” remain. 

Will Nike redouble its vigilance to root out forced overtime with- 
in its Indonesian factories, as well as ensure that adequate protec- 
tive gear is available for worker use? Will the company actively im- 
plement its code of conduct, transforming it into a living, breathing 
document rather than a meaningless piece of paper which has ex- 
isted prior to this? These and other questions await an answer in 
the coming months, and the American people, as well as this Con- 
gress, will be watching. 

In the rapidly evolving global marketplace, American workers 
and businesses have been forced to compete against countries that 
deny workers the right to form independent unions, allow their 
companies to pay wages below subsistence level, and refuse to take 
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action to eliminate child labor. Either the United States must in- 
sist on minimum standards for workers in countries like Indonesia, 
or we will find our own workers locked into an unwinnable race to 
the bottom in wages and working conditions. The GSP country re- 
view process provides the United States with a unique opportunity 
to assure that our trading partners respect basic human rights and 
internationally-recognized labor standards. We should use that 
GSP country review process. 

Thank you, Mr. Chairman. 

Mr. BEREUTER. Thank you, Mr. Brown. 

Mr. Martinez, the gentleman from California. 

Mr. MARTINEZ. Thank you, Mr. Chairman. I have no statement. 
I would like to hear the witnesses. 

Mr. BEREUTER. Thank you very much. 

The gentleman from Florida, Mr. Hastings. 

Mr. HASTINGS. Mr. Chairman, in the interest of time, I will have 
no statement. 

Mr. BEREUTER. I thank the gentleman. 

Ambassador, we are looking forward to your comments. You may 
proceed as you wish. 


STATEMENT OF THE HONORABLE AURELIA BRAZEAL, DEPUTY 
ASSISTANT SECRETARY, BUREAU OF EAST ASIAN AND PA- 
CIFIC AFFAIRS, U.S. DEPARTMENT OF STATE 


Ms. BRAZEAL. Thank you, Mr. Chairman. I have submitted a fair- 
ly lengthy statement for the record, but I would like to read a short 
statement as fast as possible so we can get to the questions of in- 
terest to the Members. 

Our exchanges this afternoon should help illuminate the major 
opportunities and shatoness facing us in managing our ties with 
this vibrant nation of Indonesia whose population is the world’s 
fourth largest and whose 17,000 islands span the strategic intersec- 
tion of the Indian and Pacific Oceans. In this regard, it might be 
useful to examine several central aspects of our bilateral ties, in- 
cluding human rights, our mutual economic interest and our secu- 
rity relationship, as well as Indonesia’s growing role in Southeast 
Asia and internationally. 

Few countries are more difficult to characterize than Indonesia. 
Its cultural diversity, encompassing over 300 different ethnic 
groups, matches its geographic reach that equals the distance from 
Boston to San Francisco. Nearly 90 percent of its 200 million peo- 
ple are Muslim, which almost exceeds the combined population of 
the Middle East. Yet, Indonesia is not an Islamic State and affords 
generally effective constitutional protections for all the major reli- 

ons. 
onthe largest member of the Association of Southeast Asian Na- 
tions, ASEAN, Indonesia works with its neighbors through ASEAN 
to encourage consensual and constructive approaches to regional is- 
sues. Although a founder of the Non-Aligned Movement, Indonesia 
welcomes a strong, continuing U.S. security presence in the region. 

Boasting one of the most dynamic economies, Indonesia has a 
rapidly growing middle class that already nearly matches Aus- 
tralia’s population, although many Indonesians still live at subsist- 
ence levels. 
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Popular attention in the United States, as the Members have 
pointed out, in recent months has focused on Indonesia’s short- 
comings, especially in the area of human rights. These include seri- 
ous problems in East Timor; violations of worker rights and, in par- 
ticular, the ongoing trial of labor leader Muchtar Pakpahan; re- 
strictions on press freedom; ongoing civil unrest; recent convictions 
of several political activists on subversion charges and claims of 
abuse against the military. 

Upcoming parliamentary elections will occur in the framework on 
an electoral system that severely limits political competition and 
denies Indonesians the ability to change their government demo- 
cratically. These developments are certainly cause for serious con- 
cern, as it was made clear in this year’s State Department human 
rights report. However, and moreover, as President Clinton has 
said, our relationship with Indonesia, as important as it is, will not 
reach its full potential until there is improvement in that country’s 
human rights performance. 

While Indonesia’s human rights problems are serious, a closer 
examination of the workings of this diverse society provides a com- 
plex and nuanced picture. Unlike other countries whose govern- 
ments rely entirely on repression to control their populations, hun- 
dreds of independent non-governmental organizations function in 
Indonesia, despite recurring episodes of government pressure. 
These organizations promote democratic principles and better gov- 
ernance; defend individuals in legal proceedings; support environ- 
mental causes; advise ethnic groups on land rights; ease religious 
and communal tensions; and press for democratic reform. In other 
words, strong voices continue to urge reform. 

The Indonesian National Human Rights Commission has gained 
wide respect among human rights activists in Indonesia and out- 
side for its independent position on sensitive issues. The Commis- 
sion’s report on the major riot of July 27 following the govern- 
ment’s engineered takeover of an opposition party headquarters di- 
rectly blamed the government for interfering in the political proc- 
ess and for the ensuing unrest. The Commission has conducted 
other investigations on equally difficult issues that have led to ac- 
tions against officials or military personnel responsible for human 
rights abuses. 

The Indonesian press practices self-censorship. The government 
has banned publications, pressured the independent journalists’ 
union and sentenced three individuals under laws prohibiting gov- 
ernment criticism. Yet the Indonesian press remains remarkably 
outspoken. Newspapers routinely feature articles on human rights 
issues. The press devoted extensive coverage to the Human Rights 
Commission’s critical findings of the July 27 riot and to the State 
Department’s pronouncements following the riot and subsequent 
arrests. Even our human rights report on Indonesia prompted an 
approving editorial in a leading English-language paper. The press 
has also covered lawsuits against the government and efforts by 
human rights groups to overturn the anti-subversion law. 

Indonesia does not prohibit private satellite dishes or restrict 
free access to the Internet. Growing numbers of Indonesians enjoy 
unfettered access to international news sources. 
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Indonesia’s armed forces are also showing evidence of positive 
change in carrying out their responsibilities, although instances of 
abuse still occur. Indonesia’s military have benefited from ex- 
panded IMET courses and courses offered by the International 
Committee of the Red Cross requested by the commanding officer 
of Indonesia’s special forces. Some soldiers have been convicted for 
violating human rights and some commanders have been removed 
from positions of authority when troops under their control harm 
innocent civilians. During recent civil disturbances, the armed 
forces demonstrated considerable restraint under difficult cir- 
cumstances. Senior military leaders, however, acknowledge more 
must be done. 

Indonesia’s economy has grown in recent decades at an average 
rate of almost 7 percent. While economic growth has produced 
wealth for some, poverty has also declined dramatically. The aver- 
age Indonesian has benefited greatly from the growing economy, as 
reported in several World Bank studies. Such rapid relatively equi- 
table growth is important because it helps cushion political and so- 
cial problems and gives Indonesia greater resilience as it faces the 
still substantial challenges that lie ahead. 

So, Indonesia is a society in flux. There are areas of concern, but 
also reasons for optimism. Debate is underway among Indonesians 
regarding the country’s political future. As President Suharto gets 
en more Indonesians realize the country is entering a transition 
to a new political leadership and at least some mechanisms exist 
that ensure differing views can be heard. 

Let me review briefly, Mr. Chairman, some of our actions to pro- 
mote human rights and, in the words of former Secretary Chris- 
topher, to encourage an orderly transition that will recognize the 
pluralism that should exist in a country of this magnitude and im- 
portance. Our influence on events in Indonesia, as you pointed out, 
is limited. Ultimately, Indonesia’s people and political leaders must 
shape their own future. This said, we have taken a number of ac- 
tions to help encourage greater respect for human rights while fur- 
thering the numerous mutual interests we share with Indonesia. 

East Timor has long been important in our dialog. President 
Clinton has raised our concerns directly with President Suharto in 
1994 and 1995. Secretaries of State Christopher and Albright and 
Ambassador Roy have discussed them extensively with their coun- 
terparts. We have strongly supported U.N.-facilitated discussions 
between the foreign ministers of Indonesia and Portugal, as well as 
the dialog among the Timorese themselves. We are encouraged that 
Secretary General Kofi Annan’s recent decision to appoint Ambas- 
sador Jamsheed Marker to be his special representative on East 
Timor matters will give new impetus to these key decisions. I will 
be meeting with Ambassador Marker later today and will under- 
score with him the importance we give to the U.N.’s role in finding 
a solution to the East Timor problem. 

Although many of our approaches are private, we do not hesitate 
to speak out. Last month, the U.N. Commission on Human Rights 
passed a resolution with U.S. support that expressed deep concerns 
over Indonesian policies in East Timor. An overall solution there 
must incorporate proposals that give East Timorese themselves 
greater control over their economic and political life in keeping 
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with their unique history and culture. In the meantime, we have 
urged the government to reduce troop levels, to allow increased ac- 
cess to the province and to release prisoners of conscience. We have 
also called on the East Timor resistance to foreswear violence and 
join efforts to achieve a peaceful resolution of the dispute. 

Over the years, we have been the largest international aid donor 
to East Timor with eight projects now currently underway with a 
total budget of $15.8 million. Our aid programs aim to improve the 
lives of average Timorese while helping them achieve more control 
over their economic future. 

In the area of workers’ rights, we have urged Indonesian officials 
to implement internationally accepted labor standards and I have 
encouraged the Indonesian Ministry of Manpower to adopt a plan 
of action from the November, 1994 period that laid out a number 
of important benchmarks. Indonesia has made progress in imple- 
menting these commitments by increasing regional minimum 
wages and improving enforcement of the minimum wage law. The 
pexerament has permitted formation of plant-level unions and al- 
owed them to negotiate collective bargaining agreements. We are 
encouraging more progress in addressing remaining worker rights 
issues such as further relaxation of restrictions on freedom of asso- 
ciation, continuing the implementation of the 1994 action plan and 
reducing security forces’ intervention and legitimate trade union 
activities. 

Of immediate concern is the trial of labor leader Muchtar 
Pakpahan on subversion charges and his resumed imprisonment on 
a 4-year sentence for inciting labor riots in Medan in 1994. Assist- 
ant Secretary Shattuck made a special point of visiting Mr. 
Pakpahan in March to stress our concern that his rights be re- 
spected and that he promptly receive all necessary professional 
medical treatment. We also remain deeply concerned at reports of 
continuing harassment of labor leaders and limitations on freedom 
of association. 

With the Indonesian military, we are working to encourage fur- 
ther improvement in its interaction with civilian populations while 
supporting the armed forces’ own desire to improve its professional- 
ism in carrying out its responsibility. No better tool exists to 
achieve these results than IMET courses, as has been suggested. 

The evidence shows that Indonesian officials, officers trained in 
the United States, are strong advocates for human rights and ac- 
countability for the armed forces. We can think of no better means 
of encouraging better human rights performance by Indonesian 
military sifiGans than by giving them extensive exposure to U.S. 
military forces with our doctrines of respect for civilian authority 
and the rights of civilian populations. 

As for the recent trials of political dissidents, we have publicly 
underscored our support for the rights of free association and free 
speech and we have urged respect for the defendant’s rights to due 
process. Assistant Secretary Lord, as well as Assistant Secretary 
Shattuck, were permitted to meet with Budiman Sutjatmiko, an 
imprisoned political activist, last September. In addition, embassy 
officers attended these trials to demonstrate international concern 
for dissidents’ rights. 
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The United States provided approximately $20 million out of an 
average of $50 million in total aid funding from Fiscal Year 1995 
to 1997. Approximately $20 million of that is in financial support 
in the areas of human rights, democratization, good governance 
and the environment, much of which is spent through NGO’s. In 
fact, we are the largest international donor to these organizations. 
Similarly, we have purposely sought ways to help highlight the im- 
portant work performed by the National Human Rights Commis- 
sion. 

Mr. Chairman, I have chosen to devote considerable attention in 
this statement to human rights, given that subject's prominence in 
recent months, and I could frame very briefly—and I do not want 
to repeat what you have already said about the importance of our 
economic ties and our security ties—but I will point out that we 
have tremendous interest in working with Indonesia in the area of 
economics and security. 

So, in concluding, let me commend you, Mr. Chairman, and your 
colleagues on the Subcommittee for holding these important hear- 
ings on Indonesia. As I have attempted to show in my statement, 
our relationship with Indonesia is a highly complex and unusually 
important one. It involves numerous key U-S. interests. I am cer- 
tain you agree that policies designed to advance those interests 
must be grounded in the full appreciation of the dynamic Indo- 
nesian domestic scene as well as a thorough understanding of that 
nation’s large contribution to stability and prosperity in Southeast 
Asia and the wider region. 

In short, Mr. Chairman, our overall approach should encourage 
a continuation of Indonesian Government policies that reinforce our 
regional and global interests while supporting those Indonesians 
working for a more pluralistic and democratic Indonesian society 
and greater respect for human rights. I am confident that our dis- 
cussions today will sustain support in Congress for a sound rela- 
tionship with Indonesia and contribute greatly to ensuring our poli- 
cies advance important U.S. interests. Thank you. 

(The prepared statement of Ms. Brazeal appears in the appen- 
dix.] 


Mr. BEREUTER. Thank you very much, Ambassador, for your ex- 
cellent statement and for your written testimony as well. 

I will begin the questioning. We will use the normal 5-minute 
Tule. 

I want to focus on East Timor initially, at least, because it is one 
of the more notable problems that Members of Congress have with 
what is happening in Indonesia, and we have this debate related 
to E-IMET, for example. There is an element in the Catholic 
Church in this country, the more militant liberal end of the Catho- 
lic Church, whose organizations are very much focused on this 
issue. And members ihcbier from Portuguese-American constitu- 
encies lead the effort against E-IMET or IMET or the greatest ex- 
pressions of concern about Indonesia. 

First, I need to know, as briefly as you can tell me, but carefully, 
what is U.S. policy regarding independence, autonomy, semi-auton- 
omy or referenda for East Timor? 

Ms. BRAZEAL. Thank you, Mr. Chairman. 
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We have recognized the incorporation of East Timor into Indo- 
nesia without any, I think, elaboration. Today, we are very sup- 
portive of the U.N. efforts. As I mentioned, I will be meeting later 
this afternoon with Ambassador Marker, who is a special rep- 
resentative, to discuss what his plans are. He has traveled to Indo- 
nesia, to Portugal, to other parts of the world to assess the situa- 
tion and he is now visiting the United States to get a fix in Wash- 
ington of our views of how we would like to proceed and how he 
would like to proceed. We want to hear him out. We have indicated 
we want to be very supportive of the U.N. efforts; that is, to bring 
both Indonesia and Portugal together and also to support the intra- 
Timorese dialog. It is a little difficult to be more precise until I 
have heard what Ambassador Marker has to suggest. 

Mr. BEREUTER. But, Ambassador, is it true that the United 
States has not, as a policy, endorsed or recommended independence 
for East Timor? : 

Ms. BRAZEAL. That is correct, Mr. Chairman, we have not. 

Mr. BEREUTER. Is it also true that we have not taken a position, 
formally, at least, on the possibility of a referendum? 

Ms. BRAZEAL. We have not taken a position on that. 

Mr. BEREUTER. Thank you. 

Now, one of my old friends and colleagues in the North Atlantic 
Assembly is now the Foreign Minister of Portugal, and he has been 
using his country’s leverage in the European Union to force the 
issue on East Timor, to some extent. Portugal, of course, was a 
very neglectful colonial power when it came to its colonies, and the 
most neglected of all, of course, was East Timor. When they left, 
they left with no infrastructure, no training for the Timorese peo- 
ple. They left it in worse condition than any other colony through- 
out the world. And Indonesians say that, despite their efforts of 
late (the Portuguese, supposedly being willing to meet with Indo- 
nesia to discuss East Timor to understand what the objectives of 
Portugal are and what kind of accommodations, if any, and 
progress might be made), find reasons not to meet with Indo- 
nesians. 

Can you say whether or not there is validity or any potential va- 
lidity in what they are saying? And do you regard what the United 
Nations is doing as a way of possibly overcoming what seems to be 
a delay or impasse? 

Ms. BRAZEAL. We do know the meeting—— 

Mr. BEREUTER. And, in short, what are the Portuguese trying to 
do with respect to East Timor? 

Ms. BRAZEAL. We know the meetings from last December when 
Indonesia and Portugal were to meet were postponed and put off. 
I do not know a date that has been fixed for a renewed nesting 
schedule, but I think Ambassador Marker has some dates in min 
for renewing that. It is difficult to characterize what the Por- 
tuguese have in mind for East Timor, except that we detect an in- 
terest in allowing the people to have more political freedoms. They 
have not really declared a position that I am aware of for independ- 
ence or not. They are still trying to work within the U.N. initiative. 

I am sorry. I saw the red light, so I thought I had better stop. 

Mr. BEREUTER. You can finish your sentence, though, if you have 
not. 
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Ms. BRAZEAL. That is fine. 

Mr. BEREUTER. All right. Thank you. Thank you very much, Am- 
bassador. 

The gentleman from California is recognized, Mr. Berman. 

Mr. BERMAN. Thank you, Mr. Chairman. 

Two areas I would like to go into. One, the question of the role 
that IMET plays in influencing the Indonesian military. Could you 
tell the Subcommittee how many Indonesian military officers and 
enlisted men have benefited from expanded IMET which still re- 
mains in effect since the ban on regular IMET was implemented 
by the United States? Also, how many Indonesian military officers 
and enlisted men have participated in non-grant IMET programs, 
programs paid for by the Indonesian Government, since the ban on 
grant to IMET was implemented and what was the value of those 
programs? 

Ms. BRAZEAL. I do not have with me the total numbers of Indo- 
nesians who have been trained, so I would like to take that ques- 
tion and we would have to get the data back to you. I do know that 
of those trained, several have gone back to Indonesia and have 
been instrumental in writing human rights-related terms of ref- 
erence and to the guidance for the troops under their control. The 
ones who have been trained have also been involved in hostage res- 
cue operations and also riot control operations. Those trained seem 
to have a different approach than those not trained through our 
IMET programs in better protecting the rights of the civilian popu- 
lations under each of those issues or situations. 

So, we believe that IMET and the way military people are 
trained to do whatever it is they are trained to do—if they are 
trained to take human rights into consideration, then they do that. 
If they are not trained, then they tend to do perhaps the wrong 
thing or what they have always done. 

Mr. BERMAN. First of all, I would like to get the numbers. If you 
could get them to my office, I would be very grateful. 

Ms. BRAZEAL. Sure. 

Mr. BERMAN. And, second, I guess from that you conclude that 
expanded IMET has a beneficial effect from a human rights point 
of view on the Indonesian military. 

Ms. BRAZEAL. Yes, we do believe that and almost any of the 
IMET training, regular IMET, if it were allowed, we see having a 
beneficial impact on the Indonesian military because they will be 
exposed to our military people for long periods of time. You cannot 
replace that kind of people-to-people training. 

Mr. BERMAN. One last question. Sidney Jones, in the next panel, 
her written testimony calls for U.S. Trade Representative to re- 
sume the review which was suspended in 1994 of Indonesia’s ac- 
cess to GSP trade benefits on workers’ rights grounds. You men- 
tioned our longstanding concern over workers’ rights conditions in 
Indonesia, including the arrest of an independent union leader, 
limitations on freedom of association and that you are continuing 
to review whether or not to reopen the previous review of GSP 
privileges. When did your review of the review begin, and when do 
you expect your review of the review to end? 

Ms. BRAZEAL. Well, the review of the review has been ongoing at 
least as long as I have been in this position, which is about 8 
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months. I think when it will end, in part, depends on what hap- 
pens with GSP. As you know, it expires on May 31, the GSP pro- 
gram. So, given the circumstances, what we hope to do in the exec- 
utive branch is to proceed with working out with Indonesia new 
benchmarks in the labor rights area, despite the expiration of the 
GSP program; proceed with that and then, if GSP is reinstituted, 
we will then again look at having a review of the review at that 
point. But we are proceeding, or our intention is to proceed, with 
working out new benchmarks, or enhanced benchmarks, with the 
Indonesians in this area. 

Mr. BEREUTER. Thank you, Mr. Berman. 

In light of Mr. Brown’s absence, I would call on Mr. Martinez for 
comments or questions he might have. He is recognized. 

Mr. MARTINEZ. Thank you, Mr. Chairman. 

I understand the problems that they are having in Indonesia and 
especially in East Timor and, in reading a description of the riots 
that took place, I am reminded of instances here in the United 
States where we have this evolved democracy and everything 
should be running hunky-dory. And I certainly remember just not 
too long ago the Watts riots or South Central Los Angeles riots and 
where it started with a couple of people being mad about some- 
thing that happened in the court and throwing a few rocks and a 
few more people throwing rocks and it ended up looting, burning 
and pillaging. And so it is not so unlike what happened in the 
United States, what happened in that country. And we have to un- 
derstand that if they are an evolving and emerging democracy, that 
they may not be as advanced as we are and we are still seeing the 
same occurrence of things there as we see here. 

But my real question goes to part of what Mr. Brown was talking 
about earlier about Nike and the American companies that have 
established factories there in that country and the very low wages 
they are paying. And I would ask the question, does the govern- 
ment establish the rate of pay or does the company that hires the 
employees establish the rate of pay? 

Ms. BRAZEAL. Oh, there is a minimum wage that is a floor and 
then companies can move up from that, if they choose, depending 
on the job. 

Mr. MARTINEZ. All right. So, the government sets the minimum 
wage. 

Ms. BRAZEAL. Yes. 

Mr. MARTINEZ. So, if in the situation with Nike, as Mr. Brown 
indicated, they are paying below that minimum wage, then it 
would be the company that would be responsible here. And more 
so, if the American companies are paying just the minimum wage 
and his fear is driving the wages down here, which, to some degree, 
that might be true, but my question is, why do our companies take 
such advantage when you take a pair of Nike shoes, we do not get 
that much of a break from the lower wages that they pay in those 
countries. When those Nike shoes come into the United States, 
they are sold at the top price that you can pay. And so, that means 
just a larger profit to those companies. But I think those companies 

ave a responsibility when they go into these countries to help 
raise the standard of living of these people that one are engaging 
in work there. As you say, I would see it would be harmful to the 
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economy if they raised the wages comparable to what they are in 

the United States. I do not expect that. But I do expect that they 

would take into consideration that these workers need to not make 

just the bare sustenance for life but to make something a little bit 
etter and encourage the upgrading of the economy there. 

Ms. BRAZEAL. Well, your points are well taken. I have no evi- 
dence of Nike paying under the minimum wage. I think that people 
and different groups are trying to be vigilant to make sure that at 
least minimum wage conditions are met and perhaps salaries are 
higher. I think that you have made a good point on the complex- 
ities of Indonesia in terms of the people. There are over 300 ethnic 
groups there and, unlike the United States where we have sort of 
adopted a melting pot approach, here they have adopted more of 
an approach, I think they have as a motto, “Unity in diversity.” So, 
they have kept the diversity. If Indonesia can work in a multi-eth- 
nic, multi-religious way keeping its diversity, I think that will be 
a very important country to look at for the rest of us. 

Mr. MARTINEZ. I know there is a vote and we have limited time. 
Just let me ask one last question here. Did you mention that there 
were hundreds of groups, let’s say tantamount to civil rights 
groups, that are fighting for the rights of the people there within 
that system? 

Ms. BRAZEAL. I did. I said there are many non-governmental or- 
ganizations that are partly supported by our aid funds and other 
sources that have as an objective broadly human rights develop- 
ment and civic society development. 

Mr. MARTINEZ. Well, don’t you think that this is a step in the 
right direction that, after all, that is the way it happened here? I 
go back to the sixties and the civil rights marches of Martin Luther 
King. Inherent in the Constitution was the right of all American 
citizens to vote, but they really did not get that right to vote. In 
fact, women’s right to vote, women’s suffrage, was a more modern 
history event back in the early twenties. So, we were not always 
in keeping in enforcing our laws in keeping what was in the Con- 
stitution. But groups fought for that. Martin Luther King fought 
for the right of the blacks to vote without poll taxes and literacy 
tests in the south and that is an evolvement. A more recent-day 
evolvement. The sixties is not that long ago and even yet today we 
find in a lot of instances where certain people, because they are 
Hispanic, they are challenged as to whether they are citizens and 
have the right to vote or not. So, these things are ongoing here and 
I would say that they have roots back there, fine that way. That 
is one of the positive things that we can say about Indonesia, 
wouldn’t you say? 

Ms. BRAZEAL. Yes. I agree totally with you. It is a very positive 
development and we see it as one of the strengths of the system 
as change will occur and will occur in Indonesia. 

Mr. MARTINEZ. Thank you, Madam Secretary. 

I would just simply close by saying that I wish we were more tol- 
erant of slowardlodslopine democracies than our own and under- 
stood the problems that they have in those countries and then try 
to base our foreign policy on that. Thank you. 

Ms. BRAZEAL. Thank you. 

Mr. BEREUTER. Thank you, Mr. Martinez. 
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Mr. Brown, I think you have a question before we recess. 

Mr. BROWN. I will be very brief. 

Mr. BEREUTER. Please proceed. 

Mr. BRowN. Mr. Chairman, thank you. 

I think it is agreed that the GSP program provides the United 
States with an important means to encourage compliance with 
international labor standards. Lack of progress in worker rights by 
Pakistan led to the partial suspension of benefits last year. Sidney 
Jones, in her upcoming testimony, says that prior to 1994, it is im- 
portant to note that Indonesia's accceptance of both plant-level 
unions and a major increase in the minimum wage can be attrib- 
uted, in part, to pressure created by the USTR’s review of Indo- 
nesian labor rights and practices under the generalized system of 
trade preferences. Yet, the Administration suspended the formal 
review process in 1994 and has resisted pleas from international 
labor organizations and human rights groups to reinstate it. Your 
12-page testimony today, Ambassador, has but one sentence on 
GSP which says, literally, almost nothing. “We continue to examine 
the question of reinstating the formal review of Indonesia’s eligi- 
bility for GSP privileges.” Why the delay? Why have we suspended 
it and why are we not moving forward? 

We have this enforcing mechanism. Why are we not using it? 

Ms. BRAZEAL. We have had that benchmark action plan that was 
worked out in 1994. Perhaps I should say that although there is 
no label of a formal review, we have had a member of USTR travel 
out to Indonesia to take an assessment. We have our embassy also 
assessing these benchmarks. And, as I indicated, perhaps when you 
were absent briefly, what we intend to do is proceed with working 
out with Indonesia new benchmarks in this area with the recogni- 
tion that the GSP regime here expires May 31. 

With the stop-start sort of progress in GSP perhaps having some 
influence, we still intend to proceed directly with Indonesia on 
worker rights issues. Then, if GSP is reinstated as a U.S. Govern- 
ment program, we will review again to proceed to a review at that 
point. Meanwhile, we don’t want to stay still. We don’t want to not 
take action. So, we are going to proceed with working directly with 
the Indonesians’ new benchmarks. 

Mr. BEREUTER. Thank you. 

Ambassador, we need to go vote. I would like to leave a question 
for you to respond to in writing, if you would. The Indonesian army 
has been secular. On my trip to Jakarta in January, I heard allega- 
tions that there was pressure or quiet incentives being used to 
Islamicize the senior officers corp. So my questions are, do you 
have any additional information on the validity of those allega- 
tions; and, if so, if there was a move to move it away from a secular 
kind of orientation toward a more militant Islamic orientation, or 
at least an Islamic orientation, how would that affect U.S. interest? 
If you could get back to me and I will share it with the Committee. 

s. BRAZEAL. Thank you. We will give you an answer. 

Mr. BEREUTER. I appreciate it. 

And, in light of our vote, I would like to release you and thank 
you for your testimony today. We will recess and reconvene in 15 
minutes with the second panel. 

The Subcommittee is in recess. 
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[Recess.] 

Mr. BEREUTER. The Subcommittee will come to order. As soon as 
we can collect our second panel, we will proceed. 

I have already introduced the three members of the panel, givin 
you a brief biographical sketch. But they are, again, Dr. Pau 
Wolfowitz, Dean of The Paul Nitze School of Advanced Inter- 
national Studies at Johns Hopkins University; Ms. Sidney R. 
Jones, Executive Director of Human Rights Watch/Asia; Mr. Mi- 
chael Gadbaw, Chairman of the U.S.-Indonesia Business Commit- 
tee, U.S. ASEAN Council. 

I would ask that you summarize your remarks in approximately 
8 minutes or so, and your entire statements will be made a part 
of the record. We will then proceed with questions. 

Dr. Wolfowitz, Ambassador Wolfowitz, Secretary Wolfowitz, we 
look forward to your testimony. Please proceed. 


STATEMENT OF DR. PAUL WOLFOWITZ, DEAN OF THE PAUL 
NITZE SCHOOL OF ADVANCED INTERNATIONAL STUDIES, 
JOHNS HOPKINS UNIVERSITY 


Mr. WOLFowITz. Mr. Chairman, I very much appreciate the op- 
portunity to testify and I very much appreciate this Subcommittee’s 
interest in this subject. I will just confine my remarks to a brief 
summary of the five main points I have in my prepared testimony, 
which I believe you have. 

In fact, my first is about the importance of Indonesia because I 
believe it, unfortunately, can be safely said there is no country in 
the world as important as this one about which we know so little. 
It is partly because Indonesia is extremely important. It is even 
more so because at times it seems to me we are just appallingly 
ignorant about the country. 

In talking about its importance, I have highlighted as the first 
thing a fact that I think too few Americans are aware of, which is 
that this country has the largest Moslem population of any country 
in the world and, in fact, nearly as many Moslems in Indonesia as 
in the entire Arab world put together and yet Islam is not the 
State religion in Indonesia. There is no State religion. In fact, as 
a matter of law, they practice religious tolerance and, I think to a 
rather impressive degree, have achieved religious tolerance among 
the Catholic, Protestant, Hindu, Buddhist and Moslem commu- 
nities. And I believe, given the problems of intolerance in the world 
today, the United States has a great stake in the success of a coun- 
try that practices religious tolerance. 

Becca the economic and commercial importance of Indonesia 
about which Mike Gadbaw will be saying much more, so I will just 
mention briefly that the Department of Commerce has recognized 
this in designating Indonesia as one of the ten big emerging mar- 
kets. And when you have a country, the fourth largest country in 
the world, growing at 7 percent in real terms over an extended pe- 
riod of time, you have something that is emerging as a very signifi- 
cant economic force. 

And, finally, I think it is important to note Indonesia’s strategic 
location and I do not mean it in the way that most Navy admirals 
will explain it to you, although they are not wrong when they do 
so. They are very impressed with the fact that some of the most 


17 


important sea lanes in the world, those that connect Japan with 
the Persian Gulf, all pass through or near Indonesian waters. But 
I think Indonesia is even more important strategically because it 
is a major neighbor of China and, in fact, Southeast Asia is, in 
many: ways, China’s doorstep. 

I think we are rightly, these days, preoccupied with how to build 
a constructive relationship over the next 15 or 20 years with the 
China that is emerging as one of the world’s leading powers. I 
think our ability to do that is going to depend very strongly on 
whether Southeast Asia is a stable and progressing part of the 
world or whether Southeast Asia becomes, as it has been in the 
past and fortunately is not now, a source of instability. I think 
China will find it hard to stay out of Southeast Asia’s problems if 
it has a lot of them. I think China is likely to stay out if Southeast 
Asia can maintain the course that it has been on. So, there is a 
lot at stake there. 

Second, I think it is important in talking about this country 
about which we do not know very much and which tends to pop on 
the screen when there are problems, to recognize that it has onl 
been an independent country for a little more than 50 years aad 
in those 50 years, it solved some extraordinary problems. Just the 
creation of a single nation out of this multiplicity of ethnic groups 
is an incredible achievement and to have achieved the acceptance 
on a very wide scale of Indonesia as a national language is a major 
achievement. And I would note, it was an act of statesmanship on 
the part of Indonesia’s early independence leaders to pick as the 
national language a variant of Malay, which was spoken in the na- 
tive language of only a few million people in this huge country in- 
stead of trying to impose the language of the largest ethnic group, 
Javanese. 

I think, in fact, among the achievements over the last 50 years 
that I have noted in my testimony, I think the achievement of eth- 
nic peace in this huge nation is an extraordinary achievement. We 
are talking about a country, if you put it on a map of Europe, that 
would stretch actually from London to Moscow. It is huge. It is on 
the equator so we sometimes do not notice it on our maps. But 
there are probably as many different ethnic and religious groups in 
Indonesia as in that whole expanse of Europe from London to Mos- 
cow. And to have as relatively peaceful relations among those 
groups as they have achieved, think is a great accomplishment 
and I think it has to be counted as a victory for human rights. 

So, too, I believe the achievement of religious tolerance that I 
have referred to already is a real victory for human rights and I 
think if one construes human rights at least in a broad sense, it 
is an incredible achievement that this country where just over 30 
years ago, tens of thousands of people starved to death on this par- 
adise of an island called Bali to have a country now where tens of 
millions of people have moved above the poverty line is a great 
achievement of which they are properly proud and which I think, 
again, counts on the list of successes for human rights in the broad 
terms. 

And, finally, in terms of Indonesia’s achievements, I believe it 
would be a failure not to note that Indonesia has played a very, 
very constructive role diplomatically in the region. The creation of 
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the Association of Southeast Asian Nations, which will celebrate its 
thirtieth anniversary this fall, would not have been possible if In- 
donesia had not decided at that time in the late sixties to adopt a 
fundamental change in its policy toward its neighbors and to work 
on getting along with even the smallest of them, rather than trying 
to impose its will. It is not something to take for granted that the 
biggest country in the neighborhood is willing to be a good neighbor 
ane think we have all benefited from that, as have we benefited 
from Indonesia’s leadership role in the new structures that are 
emerging like APEC and ASEAN Regional Forum. 

I say that by way of preface to the fact that there are human 
rights problems in Indonesia today, and this is my third point. I 
think it is important to see them in this historical context because 
I believe there is, on balance, a lot of progress and I think a lot 
of reason to expect that these problems, over time, will be solved. 
I feel very strongly about the importance of this, not only from the 
point of view of Indonesia’s interests but I think America’s larger 
interests are served by a movement toward what I called when I 
was ambassador greater political openness in Indonesia. In fact, I 
made a speech to that effect not long before I left Indonesia and 
I found that it had an enormous resonance not because I was the 
American ambassador but because I was expressing a view that I 
think a great many Indonesians share, particularly those outside 
of the government but also, in fact, an impressive number of people 
inside the government, including some rather senior officials. 

And in the 7 years since I left Indonesia, I think, on the positive 
side, there has been significantly greater openness in a number of 
respects. There is more open questioning of public officials on gov- 
ernment decisions, I believe. There have been some important court 
decisions that have gone against the government, although in most 
cases, the government eventually prevailed. There have been court 
martials of military officers for the massacre in East Timor in 
1991. And I might note that I think for any military to court mar- 
tial its officers for that kind of action takes an effort. 

Most recently and notably, I think the government established a 
human rights commission which, although official in its creation, 
has had enough independence to issue reports that have been criti- 
cal of government actions at various junctures. At the same time, 
there is no such thing as uniform progress and there have been 
some very, very serious setbacks. Among the most serious, I count 
the closing of she extraordinary news weekly, TEMPO, just 2 years 
aay. In fact, I came to this hearing from a luncheon honoring the 
editor of that news weekly, Goenawan Mohamad, who is a very, 
very courageous journalist and I think properly honored for his 
role. So, the struggle for press freedom in Indonesia remains a 
struggle and, in fact, it seems to me that if I were to note the area 
of greatest concern it is that while I think the government is show- 
ing a somewhat greater willingness to open up legal channels of ex- 
pression, it seems to be extremely harsh in dealing with political 
expression that is outside of those legally authorized channels and 
there seems to be, I think, a disturbing tendency to use its very 
harsh subversion law against labor organizers, against political ac- 
tivists and against journalists who operate outside of the fairly nar- 
rowly constrained legal channels. 
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In my testimony, I noted the case of Andi Syahputra, whom I 
misidentified as the editor of the unauthorized news magazine, 
Suara Independen. In fact, he was only the printer and I think it 
is viewed as particularly harsh to have descended on him in this 
way. He was convicted of subversion and there are two members 
of the Alliance of Independent Journalists who were convicted ear- 
lier who remain in jail. 

It has been evident in the recent subversion sentences of nine ac- 
tivists from the Democratic Peoples Party, as it styles itself. In 
fact, I think those sentences have actually been questioned by 
members of Indonesia’s own human rights commission. And there 
is the prominent case of labor leader, Muchtar Pakpahan. As I note 
in my testimony, there has been some discussion recently of the 
possibility that the government might release Muchtar Pakpahan 
to go abroad for needed medical treatment and I personally believe 
that that would be a very welcome humanitarian gesture. 

One point I want to make is that as one approaches the question 
of human rights, or I think, in fact, when we used to think of it 
more broadly, the question of political change, is to realize that in 
Indonesia, there is a very powerfully felt need for stability as well. 
When I was ambassador in 1987 during the election campaign at 
that time, and I think you probably realize election campaigns in 
Indonesia are not the freewheeling events they are here, to put it 
mildly, but the democratic, the PDI, the Indonesian Democratic 
Ape one of the two opposition parties, held a rally in Jakarta 
which is really remarkable and it lasted 6 or 7 hours. It was not 
in one location. It roamed all over the city. And the estimates were 
roughly a million people demonstrating peacefully in the city of Ja- 
karta on behalf of an opposition party. And I thought this is a sign 
of extraordinary progress, not only that such a demonstration was 
permitted but that it was conducted entirely peacefully. And when 
I expressed my pleasure a few days later to an Indonesian friend, 
and this friend was someone who is very critical of many govern- 
ment actions, who is distinctly liberal in the broad sense of the 
term politically in Indonesia, who very much wants to see a more 
open society, I was astonished that he was not as enthusiastic 
about this mass demonstration as I was. And he said, “You have 
to realize, my wife came home shaking with fear having seen thou- 
sands of red-shirted youths shouting in the streets. It reminded her 
of the time in the 1960’s when my friend was the target of mobs 
stirred up by the old Soekarno regime.” 

Many people of his generation, which are now people in their for- 
ties and older, experienced incredible tragedy in earlier periods of 
instability in Indonesia and I think there is always a nervousness, 
pebenlany given the ethnic differences in that country and the re- 
igious differences. There are many people who want to see change 
ep are afraid of change taking place too fast. And I think as we, 
from the outside, advocate change, and I think it is appropriate to 
do so, I think we also need to keep in mind that, for them, the bal- 
ance between change and stability is very different than for us. 
That does not mean that every time some official drags out the 
danger of instability as an excuse for resisting change that they are 
right. I do not mean that at all. But it is a real problem and I think 
if we are not sensitive to it, we actually will diminish our influence. 
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And that brings me to my final point, which is what can we do 
to influence change in Indonesia. In order to approach this with 
some humility, I mean, right now we are going through our own 
problem about Indonesians—I would emphasize private Indo- 
nesians—getting involved in our political process and we do not 
like it. That does not mean that the situations are entirely equiva- 
lent. But we should recognize that we are foreigners, that we are 
talking about someone else’s country. And, in the case of many 
Americans, we are talking about a country about which we knew 
nothing even a few weeks ago and still very little. And I think, if 
we are going to offer advice, we should offer it with some humility 
and some recognition that ultimately it is their country and they 
have to live in it. 

I do believe we should offer advice. I am not arguing for keeping 
silent about problems. I have noted some serious ones in my testi- 
mony just now. But I think I would offer a few pieces of advice to 
advisors. First, if advice is going to be offered, I think it should be 
done with some humility. We are not in a position to dictate. We 
should not sound as though we think we are. 

In an unrelated issue involving intellectual property rights, I had 
an assignment as Ambassador to try to get the Indonesians to 
change one of their laws and I began, mistakenly, by telling them 
publicly that if they did not do so, they faced 301 action. And one 
of the ministers who was working very hard to get the law changed 
told me, “Mr. Ambassador, it would help a lot if you would shut 
up because I’m trying to convince Indonesians that this is in our 
own interest and we're not doing it just because the Americans are 
telling us to do it. We’re doing it because it’s good for Indonesia. 
And every time you threaten to punish us if we don’t, the people 
who are Behting me say, ‘You see, he’s just the running dog of the 
Americans.” 

I said, “OK, Mr. Minister. I'll make a deal with you. I'll shut up, 
as long as you understand that it’s a fact that if we don’t make 
progress here, there is going to be 301 action.” And the fact is, over 
the course of the next year and a half, we were able to work very 
effectively with them and the law was changed. That was not on 
an issue as sensitive as human rights issues can become and I 
think there you are talking about probably that caution has to be 
more in mind even more clearly, which brings me to my second 
point. 

There are ways to offer advice in public and ways to do it in pri- 
vate. There are some things that Sidney Jones can and will say 
that, coming from Sidney Jones, are, I think, very helpful. Comin 
from an American official like Deputy Assistant Secretary Brazea 
would make it very hard for the U.S. Government to move things 
forward. So, I think that balance has to be kept in mind. 

I think whether the advice is public or private, it makes a big 
difference whether it is seen as coming from people who are basi- 
cally friends or whether it is seen as coming from people who 
would just as soon see Indonesia fall apart. In this connection, I 
would note that the recent Nobel Peace Prize winner, Ramos 
Horta, has gone around not only advocating independence for East 
Timor but suggesting this would be a great precedent for Aceh and 
West Irian and West Papua, as he calls it, as well. That is a good 
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way to put anyone in Indonesia who argues for change in East 
Timor in the position of siding with somebody who wants to break 
up their country. That is not a way to make progress. 

And, finally, I think if we want to encourage positive change, I 
think our role needs to be to persuade and not to coerce. I think 
most often sanctions do more to make us feel better than to actu- 
ally change things and, in some cases, I think sanctions have 
been—not might be—actually counterproductive. There are many 
Indonesians working inside the system to try to change people in 
the government, people in the news media, people in many NGO’s, 
and I have been struck at how many of them have said to me, 
“Why on earth did the Congress cancel IMET?” The thing that 
most educates our military officers to what a democratic system 
can be like, that most accustoms them to understanding the kinds 
of democratic practices you have in the United States, has been the 
experience of going to the United States for IMET training. And 
now, the Congress, in the name of human rights, has made that 
nearly impossible. In fact, the military probably minds less than 
people who want to promote change in the country. 

Let me note, finally, and I will identify, if you will like, I am not 
an interested party. I am a volunteer trustee of both the Asia 
Foundation and the National Endowment for Democracy. I do be- 
lieve that these non-government organizations that are largely 
funded by the U.S. Congress—and I include with that the National 
Democratic Institute, the Free Trade Union Institute, the Inter- 
national Republican Institute and SITE—all of them that have pro- 
grams in Indonesia, I think, are doing a great thing to promote 
change in a positive way. There are many Indonesian groups that 
have benefited from that kind of assistance. I mentioned earlier the 
number of possibly 100 NGO’s. I think a lot of those NGO’s have 
gotten their start or gotten help through the Asia Foundation or 
through other similar foundations and | believe that Congress can 
do a great deal in a positive way by continuing to support those 
activities. 

Thank you, Mr. Chairman. 

. ooh prepared statement of Mr. Wolfowitz appears in the appen- 

ix. 

Mr. BEREUTER. Thank you, Ambassador Wolfowitz. 

You mentioned the lack of knowledge about Indonesia. I ref- 
erenced that, too, in my opening remarks, and it occurs to me that 
whatever we do and act on in this room has resonance around the 
United States because we have people from all over the world who 
live here or who are residents, who are citizens, who are expatri- 
ates. But, relatively speaking, there are not many Indonesians. Not 
nearly as many as Vietnamese-Americans or Portuguese-Americans 
or Filipino-Americans, for example. And I think that has some im- 
pact upon our deliberations here. And I noted with some interest 
that Indonesians do not go away from home as often as most people 
do. They stay there. And when students come to this country, I un- 
derstand they have the highest return rate—over 85 percent— 
going back home after their education in the United States. So, 
they are attracted back home and taking their education back 
home. That may be one of the reasons why we know less about a 
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country of 200 million than we ordinarily would expect to know 
about it. 

Mr. WOLFOWITZ. But it is a factor giving us huge influence there. 
All those Indonesians who have been here who go back home are 
almost uniformly friendly to the United States. 

ae BEREUTER. Very positive impact for us around the world, I 
think. 

Ms. Sidney Jones, we look forward to your testimony. You may 
proceed as you wish. 


STATEMENT OF MS. SIDNEY R. JONES, EXECUTIVE DIRECTOR 
OF HUMAN RIGHTS WATCH/ASIA 


Ms. JONES. Thank you very much and thank you very much for 
inviting me to testify. 

I will summarize the main points in the longer testimony. But 
I would like to stress that, from our point of view, Indonesia has 
actually been sliding backwards on human rights over the last 3 
years or so. I would not disagree with the statements that people 

ave made already about the importance of the NGO community, 
but it is important to note that controls and surveillance of those 
NGO’s has tightened, not loosened, over the last 3 years. And, at 
the same time, we have seen a deterioration of human rights on 
virtually all fronts. We have also seen a growing resentment popu- 
larly in Indonesia against President Suharto and particularly his 
children. We have seen a perceived widening of the income gap. 
For a while there was no economic data supporting the fact that 
there was a rising gap between rich and poor. That data now ex- 
ists. And we are also seeing rising political tensions between Java 
and the outer islands and also within some of the outer islands 
themselves. These would be problems under any circumstances, but 
they are even more acute now because there are not political insti- 
tutions in place to deal with the succession and it has to be a long- 
term concern of the United States that these tensions are building 
in a way that may have implications for the long-term stability of 
Indonesia. I think, in the short term, they also have implications 
for the American business community in Indonesia. 

Let me just run through a few quick problems and possible ac- 
tions that the U.S. Congress could take. First of all, in terms of the 
political participation issue, we are probably seeing tighter controls 
during this election period than we have seen in the past. You have 
the most popular politician in Indonesia, Megawati Sukarnoputri, 
being banned from the ballot, together with all of her supporters, 
and one of her chief aides, a man named Abserson Sialoho, who is 
actually a serving member of the opposition PDI party, and is cur- 
rently on trial for insulting the President. Activists who have been 
campaigning for an election boycott have been arrested in the doz- 
ens and either charged with spreading hatred toward the govern- 
ment or, in one case, subversion. 

The first effort in an independent election monitoring organiza- 
tion, which in Indonesia is called KIPP, has been continually har- 
assed from the day it got started in 1996. And most recently, on 
April 7, there was a meeting in Ujung Pandang in Southern 
Sulawesi where, despite the fact that a workshop of KIPP had full 
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legal permission to hold this workshop, security forces broke it up 
after half a day. i 

Now, I would urge you since even though the elections are only 
3 weeks away and the time is very short, it would be wonderful if 
a Member of this Congress or if this Committee could work with 
parliamentarians from one or two other countries to actually try 
and get a team together, even at such short notice, to sotaally re- 
quest to observe the elections, if only to secure the principle that 
election monitoring is something that is desirable. The last we 
heard, there were contradictory statements from the Indonesian 
Government back and forth about whether election monitoring 
would be permitted. We understand now that the government 
would allow monitors to come and observe the elections, but the 
foreign ministry was saying no such request had been made. And 
I would urge you strongly to make that request. 

Second, on freedom of expression, Dr. Wolfowitz mentioned, and 
it is certainly the case, that the students who were sentenced last 
week got very harsh sentences. It is important to note that they 
were the harshest sentences for political dissent in over a decade, 
with one student who is about 27, the leader of this particular mili- 
tant student organization, getting a sentence of 13 years which, ba- 
sically, puts him away for most of his most productive years. 

I would urge USAID to give any additional support that it can 
to organizations which support freedom of expression, in particular, 
such as the Alliance of Independent Journalists which has just con- 
ducted a very interesting monitoring of Indonesian television sta- 
tions showing that the ruling party, Golkar, gets 60 percent more 
time during the election campaign than the other parties. 

On worker rights, we noted that the Indonesian Government al- 
lows only one officially recognized union. That continues to be the 
case. While reforms were forthcoming in early 1994, partly as a re- 
sult of GSP pressures, these reforms have not been adequatel 
monitored and they certainly have not been adequately ehtanetsd: 
The most important one of these reforms was allowing workers to 
form unions at the plant level to negotiate collective bargaining 
agreements and the Indonesian Government is now saying that 
there are 1400 such agreements that have been concluded. Unfor- 
tunately, nobody has been able to get a list of the 1400 plants at 
which these agreements have been concluded and we would urge 
you strongly to just simply request from the Indonesian Govern- 
ment a list of these 1400 plants so that NGO’s in Indonesia and 
perhaps Members of this Committee themselves can try to find out 
exactly how the agreements were concluded and whether they 
were, in effect, representative of the workers at those plants. 

I will not say anything additional on Muchtar Pakpahan except 
to say that, for many, he does represent the struggle for worker 
rights and that his subversion trial is an affront to freedom of asso- 
ciation more generally. We believe the USTR should immediately 
resume the review of Indonesia’s labor rights practices under GSP. 
But I would note that it is important to have a fallback, (a) if GSP 
does not get refunded, and (b) if the Indonesia Government decides 
to graduate itself out of GSP, citing its level of economic develop- 
ment. If that happens, I think that the onus rests, to some degree, 
on the corporate community and there is a very positive role the 
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corporate community in Indonesia—that is, the American corporate 
community—could play in trying, for example, to help urge the 
Ministry of Manpower to make a public statement affirming Indo- 
nesia’s respect for international labor standards; also, to help ob- 
tain a list of these 1400 plant-level agreements; and perhaps to 
convene seminars in Jakarta on industrial relations that would in- 
volve NGO’s, academics, employers and members of the National 
Human Rights Commission. 

Many people have said thus far that Indonesia has been very tol- 
erant of other religions and respectful of other communities and I 
think this is beginning to change for the worse and it is something 
that needs to be monitored. Religious intolerance and communal vi- 
olence is increasing in Indonesia. The last 6 months have seen 
major outbreaks of communal violence, several of them on Java in- 
volving Muslim attacks on Christian churches, but the worst in 
West Kalimantan that has resulted in perhaps a death toll of as 
high as one thousand involving attacks by indigenous people, the 
Dayak, on immigrants to the area from the island of Madura who, 
I would note, are overwhelmingly very strongly Muslims. So, Mus- 
lims have been victims as well. 

In all of these conflicts, government policy has exacerbated com- 
munal tensions. While the immediate cause of the West 
Kalimantan violence, which lasted from December to March, was 
a fight over a woman at a dance, the underlying cause appears to 
be the systematic alienation of Dayak ancestral land by the govern- 
ment for timber concessions, commercial plantations and mining 
operations, the major beneficiaries of which have been close associ- 
ates of President Suharto. Over the last two decades, Dayak land 
claims—and this is true of other indigenous groups—have been ig- 
nored in favor of Jakarta-based business interests and government 
development imperatives. The sources of subsistence and cash in- 
come for these indigenous groups have been systematically de- 
pleted. Their lifestyle and culture have been treated with disdain 
as primitive and destructive in comparison with that of coastal Ma- 
lays or other immigrants from Java and Medura. Unless this issue 
is addressed and addressed fairly soon, I think we are going to see 
more communal clashes and more violence which has, as I said be- 
fore, major implications for the business community. 

We believe the U.S. Embassy should devote as much of its re- 
sources to monitoring growing conflict in Kalimantan with regard 
to complications, obviously, because both areas are remote and in- 
volve difficult and expensive travel. But I think, just in terms of 
the credibility of the United States in monitoring human rights, it 
is critically important. 

Finally, East Timor. No major change has taken place in the last 
several years. The human rights problems persist. And I would 
urge everyone to read the recent resolution supported by the Unit- 
ed States that was passed by the Commission on Human Rights in 
Geneva just last month expressing concern about violations and the 
lack of progress made by Indonesian authorities. But it is particu- 
larly important to look at the recommendations. The resolution 
called on the Indonesian Government to, among other things, en- 
sure the early release of East Timorese detained for their political 
views, to invite the commission’s special rapporteur on torture to 
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East Timor—and this is something that Members of this Commit- 
tee could strongly support—to facilitate the stationing of a program 
officer from the Office of the High Commissioner for Human Rights 
in Jakarta and allow him or her unhindered access to East Timor; 
to encourage the Secretary General of the United Nations to con- 
tinue to use his good offices to achieve a just and internationally 
acceptable solution in East Timor; and to provide access to East 
Timor for human rights organizations. Following through on those 
recommendations would be essential. 

Finally, I would like to say two words; one about Komnas, the 
human rights commission in Indonesia, and one about IMET. The 
human rights commission in Indonesia is, as everyone has said, an 
independent body which has done very good work. But it is impor- 
tant to note that its recommendations to the government have been 
often as ignored as they have been accepted. In terms of the rec- 
ommendations made after the July 27 riots in 1996 last year, out 
of, I think, six separate recommendations they made, not a single 
one has been adopted. Likewise, when the human rights commis- 
sion went to Irian Jaya to investigate abuses in August, 1995, the 
military prosecutions of four officers was the only recommendation 
that was actually followed through on. So Komnas is a very good 
organization, but it does not mean that its recommendations are 
adopted by the government on a uniform basis. 

And, finally, about IMET, it is simply not the case that we know 
whether IMET has any useful impact or not. I think it is very im- 
portant to try and put some kind of monitoring procedure together 
whereby the people who go through the IMET program can be sys- 
tematically tracked, looking at what their records havi been in the 
past and where they have Baan stationed, looking at whether those 
areas have been involved with major human rights abuses or not, 
and looking forward in the future to see whether the positions that 
they then take up are ones in which they actually do practically 
take any kind of different stance than they did before they went 
through the IMET program. That data does not exist now and I 
would strongly urge this Committee to see if it can be forthcoming. 

Thank you very much. 

Mr. BEREUTER. Ms. Jones, thank you. 

I think we will need to make the distinction between E-IMET 
and IMET,, if- 

Ms. JONES. I think both should be monitored, however. 

[The prepared statement of Ms. Jones appears in the appendix. ] 

Mr. BEREUTER. Mr. Gadbaw, I apologize. I briefly have to go and 
help establish a quorum in a inandinp subcommittee markup, so I 
will turn the chair over to one of the Members here shortly, and 
I apologize. I will be back as quickly as possible. Please proceed. 


STATEMENT OF MR. MICHAEL GADBAW, CHAIRMAN OF USS.- 
INDONESIA BUSINESS COMMITTEE, U.S. ASEAN COUNCIL 


Mr. GADBAW. I appreciate that, Mr. Chairman, and I am pleased 
to be here on behalf of the U.S.-Indonesia Committee of the U.S. 
ASEAN Business Council. 

I would like to commend your leadership, Mr. Chairman, and the 
other Members of your Committee in scheduling this hearing be- 
cause I agree that the understanding of Indonesia in the United 
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States is not commensurate with our interests there. Together with 
over 100 of my business colleagues, I visited Indonesia in March 
to participate in the first ever ASEAN Business Summit. Last year, 
I had a chance to visit some of the cities beyond Jakarta, including 
the bustling center of Surabaya and Batam Island, a development 
center in the Indonesia-Singapore-Malaysia growth triangle. Your 
decision to approach the issue of U.S.-Indonesia relations in a de- 
liberate and thoughtful fashion is critical to building an under- 
standing of Indonesia and, on behalf of the 400 companies of the 
U.S. ASEAN Business Council, I want to thank you for treating 
this relationship with the care that it warrants. 

The Indonesian economy is one of the great success stories in 
Asia, having grown at an average annual rate of 7 percent for 25 
years. In 1960, more than 60 percent of the population lived below 
the poverty line with per capita income at $70. Today, less than 15 

ercent live below the poverty line with per capita income of 
$1,000. Indonesia’s middle class is at 20 million, larger than Aus- 
tralia’s. The World Bank has estimated that by the year 2010, In- 
donesia could be the world’s sixth-largest economy. 

But the most compelling statistic that underlies this economic 
growth imperative is that Indonesia must sustain a growth of over 
6 percent to absorb the 2.3 million people that are annually enter- 
ing its workforce. Indonesia’s transformation is the result of a 
steady stream of liberalization measures and sound free-market 
principles that have made Indonesia an international model of eco- 
nomic reform. Indonesia has succeeded not only in expanding the 
volume of its economy, but also in diversifying it. In 1984, oil and 
gas contributed 70 percent of export earnings and 65 percent of 
government revenues. Ten years later, these figures were 25 per- 
cent and 22 percent respectively. 

All this progress has happened while maintaining stability in a 
country of great ethnic and cultural diversity. When I explain to 
my children, I talk about Indonesia as if you take a cookie three 
times the size of Texas, crumble it into 17,000 pieces and spread 
it across an expanse of ocean equivalent to the distance from Bos- 
ton to San Francisco. You put over 200 million people on there 
speaking more than 500 languages and constituting over 300 eth- 
nic groups. 

The U.S. ASEAN Council started a program 2 years ago of en- 
gagement with the Indonesian Government and business to discuss 
changes that were needed in Indonesia to make the market more 
attractive to U.S. manufacturing companies seeking to trade and 
invest. We identified three priorities: amending the Indonesia-U.S. 
tax treaty, liberalizing the Indonesian distribution regulations, and 
customs reform: During the past 2 years, we have gotten remark- 
able cooperation from both the Indonesian Government and the pri- 
vate sector, with whom we have established a bilateral dialog in all 
three of these areas. 

In June 1996, the Government of Indonesia introduced a deregu- 
lation package, liberalizing their distribution regulations. In July, 
1996, the United States and Indonesia signed a protocol to their 
tax treaty lowering the withholding taxes on U.S. companies. And, 
finally, we have developed an active program of technical assist- 
ance for Indonesian customs officials. 
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We are now working against a backdrop of increasing tensions in 
the bilateral relationship with the involvement of Indonesian pri- 
vate citizens in the financing of the U.S. Presidential election, the 
introduction of sanctions in the Massachusetts legislature, and just 
last week we marked the rise of Indonesia in the American political 
consciousness with an Indonesian sanctions. debate in the Inter- 
national Relations Committee. These developments complicate the 
stiff competition in Indonesia. American businesses face competi- 
tion from Japanese, European, Singapore and other companies. 
Compromising U.S.-India relations will decrease U.S. competitive- 
ness and cede one of the world’s fastest growing markets to our for- 
eign competitors. 

Although U.S. exports to Indonesia doubled this year, our market 
share is declining. We have gone from a 14 percent share of the 
Indonesian import market in 1992 to a nine and a half percent 
share in 1996. We are the third-largest exporter to Indonesia, the 
fifth-largest investor, and we rank sixth in terms of the amount of 
aid we grant to Indonesia. 

Indonesia has been a leader in establishing integration and liber- 
alization in the region, as shown in its role in developing ASEAN- 
AFTA and leading the way to free trade with APEC. Given Indo- 
nesia’s strategic importance from an economic and security per- 
spective, it is in our collective interest to make sure that the U.S.- 
Indonesia bilateral relationship continues to grow and develop. In- 
donesia’s growth shows no sign of abating. The extent to which 
U.S. and American companies participate in that growth will large- 
ly be determined by whether we choose to be engaged in that coun- 
try and the forces of change. 

Our commercial interest should be seen to be complimentary to— 
and not in conflict with—our overall interests. The more we can 
align our policy interests, our commercial interests and our trans- 
action interests, the more effective we will be in achieving our com- 
mon goals. 

Thank you. 

& abe prepared statement of Mr. Gadbaw appears in the appen- 

ix. 

Mr. MANZULLO. Thank you very much for the testimony. I have 
a couple of questions. 

On page two, Mr. Gadbaw, of your testimony, the last paragraph 
says, “I make this assertion not Serine I think our commercial in- 
terests displace our interests in economic and social development, 
or to minimize the importance of foreign aid, but because I believe 
there is a positive linkage between commercial engagement and 
our values and objectives in the social sphere.” 

Do you believe that there is any connection between increased 
commercial engagement with a country and reports of human 
rights violations? 

And, Ms. Jones, that is obviously your field, so if you want to join 
in the answer. 

Do you believe there is a nexus? 

Mr. GADBAW. Well, I believe there is a positive linkage between 
the engagement of American companies and the improvement of 
the social and economic conditions of the countries in which we 
participate. I think this is true of Indonesia and I think it is true 
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of many other countries in which American companies participate. 
I think it is probably the most important issue we face in this dis- 
cussion of how we ought to integrate our commercial interests and 
our overall foreign policy interests. So I spend a fair amount of my 
time now trying to understand how that linkage works and trying 
to strengthen that linkage. But I do believe it exists. 

Ms. JONES. Can I just say that I do not think there is a very easy 
answer to that. I neither believe that commercial engagement auto- 
matically improves human rights practices, nor do I believe that it 
automatically results in human rights violations. But I think Indo- 
nesia has examples of both very clearly from some place like the 
investment of Mobil up in Aceh in the northern tip of Sumatra, 
where, in some cases, Mobil has contributed very much to the com- 
munity in the surrounding areas. On the other hand, the fact that 
many of the workers at that plant come from outside the area has 
created lots of resentment that Acehenese themselves are not being 
trained and employed. So, you have a very complex issue wherever 
you have foreign investment coming in. 

Mr. MANZULLO. Ambassador. 

Mr. WOLFowITz. I think this varies from country to country. I 
would not make a sweeping statement about business engagement. 
But I think in Indonesia the record is pretty strong and Troan 
if you make the assumption that if Mobil were not in Aceh, there 
would be no development and therefore there would not be the ten- 
sion that arises from the development, there also would not be the 
development. But that is not the case. If Mobil were not there, it 
would be a Japanese oil company or a French oil company. And I 
think the difference between eee American companies operate and 
how other foreign companies operate is really very, very dramatic 
in Indonesia. 

With your permission, I would actually like to submit for the 
record a letter that one of my successors, Ambassador Robert 
Barry, sent to Congressman Patrick Kennedy in connection with 
his legislation. 

Mr. MANZULLO. It will be made part of the record. 

[The letter had not been submitted at time of printing.] 

Mr. WoLFow!Tz. And if I might just say, very briefly, he men- 
tions a number of things which are consistent with my experience 
also. I am reading from his letter, “I think U.S. companies have 
done more than any other foreign investors to train Indonesians.” 
That is the case and, frankly, it, in some ways, is just good eco- 
nomic sense. But I think it is also because American companies 
work pretty much within the law, whereas, without mentioning 
other companies, I think there is a tendency when you do not have 
a Foreign Corrupt Practices Act to buy permits to bring in expatri- 
ate workers. 

American companies, I think, have generally treated their work- 
ers well. I think partly because of the restrictions of our own laws, 
particularly the Foreign Corrupt Practices Act, I think the behavior 
of American companies raises the general standard of behavior in 
the country. And I think, finally, the contact with Americans, in- 
cluding the very large numbers of employees of companies like 
Mobil, that are educated in American universities means a larger 
number of Indonesians that come back having been educated in the 
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United States and, frankly, I do believe that, overall, that effect is 
quite significant in the general direction of change in Indonesia. 

Mr. MANZULLO. Mr. Hastings. 

Mr. HASTINGS. Thank you, Mr. Acting Chair and thank you, 
Howard, for allowing me to go in advance of you. 

I appreciate the testimony of all of you and I appreciate very 
much Chairman Bereuter and his staff for putting this kind of 
hearing together where we do have responsible individuals that 
have been studying this problem for quite some time. 

I would like to use a lot of time, and perhaps I will at some 
point, try to reach out to you to better understand. My interest is 
Piqued, as one of the new kids on the block, by Ambassador 
Wolfowitz’s comments about—and I think I quote you correctly— 
that sometimes our country’s people are appallingly ignorant of not 
only Indonesia but foreign policy matters generally. I know you 
know this, Dean, that appallingly, people who are in Congress— 
and I may fall in that category in this particular arena—are equal- 
ly not as mindful of what is going on in countries that they half- 
heartedly approach policy matters about. 

Mine is less than a question at this point and, Dean, I know that 
you have immense responsibilities. But I urge upon you, based on 
te final comments that were sound advice and, in my view, real- 
y textbook for operating as policymakers, diplomats, even 
businesspersons with your advice with reference to how we ap- 
proach countries. In this instance, you were referring specifically to 
Indonesia. But I think you would agree with me that the basic 
premise that you set forth would be equal anywhere in the world. 
As one who is beginning to get a grip on how we approach others 
from the diplomatic standpoint through the executive and through 
the legislative process, I am beginning to feel that we are makin 
a hell of a lot of mistakes and we can correct some of that. aA 
you and others might be instrumental in assisting in that correc- 
tion. 

Not any time soon, but if it is at all possible, to develop a week- 
end curriculum for Members of Congress who are interested and 
their staffs such that we would hear from you and others with 
some expertise regarding how we should conduct ourselves when 
we go to countries. I do not mean to cast a shadow on anybody. I 
am not a protocol expert. But, damn it, when I go to these places, 
I at least read about them and try to understand whether or not 
you ought to spit on the streets and whistle, you understand? And 
there are people who I have traveled with who simply did not take 
the time to do that and made serious mistakes or just little things. 
We need your help. And I will urge our Chairman Bereuter and 
chairman of this Committee that Members of this Committee, it 
ought to be a prerequisite that if they are going to serve in this 
arena, that they at least ought to have a better background than 
I see when we are abroad doing the business of this country. 

Sometimes, as you say, it is better to leave things unsaid and 
certainly sometimes it is better to say things privately in a more 
persuasive manner than to show our intellect and our ego and how 
powerful we are and how limited our knowledge is on a specific 
subject that we can expound on in front of a Premier or Prime Min- 
ister or a dictator at a given time. I just wanted to get that off my 
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chest and ask you to please give consideration to that and then ask 
you and Mr. Gadbaw a question. 

Dean or Ambassador or Your Excellency, in your opinion, in light 
of the fact that you cite to the fact that we do not have very much 
leverage and that we should persuade rather than coerce or by 
using sanctions—and I might add, I agree in the long haul that 
that is the better approach—what is, in your opinion, our best le- 
verage in Indonesia to persuade them to become more transparent? 

And my question to you, Mr. Gadbaw, is, do we at any point in 
time have any contact with others of our allies—Japan, for exam- 
ple, that has a big economic presence in Indonesia; I do not know 
Australia’s presence, but I, for one, think that we do not use Aus- 
tralia’s influence sufficiently in our policymaking in that area of 
the world while they are there, that big rock sits there, and they 
deal with these people a little bit different than we do and that is 
all the way up to China—and I am curious as to whether or not 
there is any interface with American businesspersons and the Aus- 
tralians who might very well have reasons to have a need to par- 
ticipate with others. 

Sorry it took me so long. Ms. Jones, I do not want you, by any 
stretch of the imagination, to believe that I am ignoring the criti- 
cality of human rights concerns. I just did not put a question to you 
because I hear you loud and clear and we all know what those 
problems are. But I hope in there somewhere I have said some- 
thing as a new kid on the block. 

And, Dean, if we have any time, if you could address just any- 
thing that I threw out there, I would appreciate it. 

And thank you so much for giving me that amount of time, Mr. 
Chairman. 

Mr. WOLFOWITZ. Just very quickly, you said what I thought were 
some extremely important points at the beginning and I do not just 
say that as somebody who is the dean of a school of international 
affairs. I might be accused of having a professional interest. I am 
actually a dean because I believe it is very important for our coun- 
try to be even better educated about these matters and my faculty 
would always love more students and I would like to come and see 

ou. If we could get some weekend students from this important 
bodys it would be, I think, no trouble getting some people to spend 
time with them. 

I would also urge, and not just the Members of Congress but par- 
ticularly the press, to encourage foreign travel. I think no corpora- 
tion with interests in Indonesia as large as the United States had 
would keep its board of directors from ever visiting the country. 
But we have a situation where, when a Congressman travels 
abroad, they have to worry about people criticizing them. I never, 
during the time I was in Indonesia, had a single congressional visit 
that did not advance American interests in some way—sometimes 
small, sometimes large. One that just blew in for a half a day and 
I thought I was going to get nothing from them but a shopping trip, 
they ended up inviting the speaker of the Indonesian Parliament, 
who at that time was taking on the executive branch in some sig- 
nificant ways. It turned out it was the first time any congressional 
delegation ever called on the Indonesian Parliament. So, I really 
encourage those visits. They are very valuable. 
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On the general point of where do we have leverage, it is very 
complex. I do not want to be understood, either, as saying that we 
should not say things in public. I think some people need to be 
more public, some people need to be more private. Two things that 
I think are elementary: we have a lot more leverage when we have 
people in Indonesia on our side. It is very easy to push something 
off a table when it is already ready to tilt and it is very hard to 
push something if it is firmly on the table. I am referring, among 
other things, to this notion, if we start to become advocates for 
East Timor’s independence or referendum, which is the code word 
for independence, we can argue till the moon turns blue about 
whether this is good or bad. But most Indonesians are against it 
and we are not going to get a whole lot of sympathy for our general 
point of view if that is where we try to push. But I think if we push 
on some of the things that I have mentioned and at some of the 
things that are in Sidney Jones’ testimony where, in fact, members 
of the human rights commission are publicly criticizing some court 
verdicts, for example, I think we have a better chance. 

And, finally, I very much endorse your point about if we can get 
other countries to join us, and particularly the countries with big 
influence in Asia and Japan is No. 1 in that regard, it is very, very 
hard to do. I do not underestimate the difficulty. But, at times, we 
are so satisfied with the sound of our own voice that we do not 
think enough about how to get other people to join us. 

Mr. GADBAW. Congressman, I would like to second the comments 
made by Ambassador Wolfowitz and certainly be willing to support 
any efforts of an educational nature regarding Members of Con- 
gress and to share what we know about Indonesia and other coun- 
tries. 

In response to your question about the extent to which we work 
with business from other countries, the answer is we definitely do 
that. At the ASEAN Business Summit, there were participants not 
just from the ASEAN region but from outside of the ASEAN region, 
including Australia. In the APEC context, this is the Asia Pacific 
Economic Cooperation process, there is an active business partici- 
pation. I do not think we do it as well as we should and I am in- 
volved in a number of groups to do it better because I firmly be- 
lieve that transactions drive policy and policy drives transactions 
and if we can get those aligned in a constructive, positive way, we 
have a tremendously effective force. 

I would say, in the Indonesia context, one thing you might study 
is the Paiton Power Project, which involved cofinancing from U.S. 
export credit agencies, Eximbank and OPIC, and Japanese financ- 
ing agencies which not only secured for Americans jobs and exports 
but = helped to create a way of doing business in Indonesia that 
I think influences both their infrastructure arena but also carries 
over into other areas of their economy, by setting a pattern which 
I think is an important pattern for how they ought to allow the pri- 
vate sector to operate, for the role of government in regulating and 
which, I think, has a very positive impact and is the kind of thing 
that we ought to be doing together with our counterparts in other 
countries. 

Mr. BEREUTER. Thank you. 


32 


I understand the gentleman from California has commitments 
and I would be pleased to recognize him. 

Mr. BERMAN. Thank you very much, Mr. Chairman. Yes, I do 
have to go to a meeting. 

Dr. Wolfowitz’s reputation for realism has been undermined by 
his notion of coming to Congress and suggesting that when we offer 
advice, we should do it with humility. 

Neither of the two of you on either end talked about the corrup- 
tion issue. We have heard Ms. Jones say, and to some extent I 
think Dr. Wolfowitz acknowledged, that there has been some re- 
gression in the area of human rights participation in the electoral 
process, communal tensions, greater evidence of communal ten- 
sions, some of them Baviinarediey government policies. But, in ad- 
dition, I have just all kinds of clips of pretty rampant kinds of cor- 
ruption at the top, from the children of the ruling family and their 
whole role in this process. To what extent does that undermine the 
very focused efforts of the President to move Indonesia ahead on 
an economic sphere? And I would be curious about your reactions 
of how we would deal with that particular issue. 

And then, I guess I will ask my questions and be quiet and listen 
to the responses. I am curious about the issue of Indonesia’s impor- 
tance as it relates to China. I can certainly understand the impor- 
tance of the country in terms of its size, its diversity, its position 
as the largest Muslim country, the sea lanes. But is this a notion 
of Indonesia as a counterforce to China in some fashion and, if it 
dissolves in civil war and the breaking up of the country, that there 
is some impact in terms of Chinese policies where they will thereby 
become more aggressive or seek to move in and fill vacuums? I am 
not sure what you meant by that. 

And my final point is, perhaps, mostly to Mr. Gadbaw. I am still 
trying to understand better what the evidence is that the role of 
American investment, in and of itself, produces benefits not simply 
for the workers in the communities where that investment is lo- 
cated in the economic, which is certainly important, but which 
should cause us, in the context of dealing with all these issues in 
many different countries, assume that our desires to promote plu- 
ralism, political transparency, respect for human rights, is inher- 
ently better off because American companies are actively investing 
in that country. I would like to know evidence for the side benefits 
of that because, if that is clear and established and true every- 
where in the world, it sort of makes a compelling case for ap- 
proaching issues in a certain fashion. But I am wondering if it is 
a self-serving conclusion by American business. Is it also supported 
by independent evidence? 

I mean, sometimes a self-serving conclusion can also be a correct 
one. I am just wondering if this may be a bigger issue than should 
be addressed at this hearing, but it is certainly an important ques- 
tion which you have addressed. 

Thank you. 

Corruption, China and the other. 

Mr. WOLFOWITZ. Yes. Let me take the hard one first. I mean, 
there is no question corruption is a problem. The Indonesians have 
a way of talking about it even at a fairly official level and they 
refer to it as the “high-cost economy.” And it puts burdens on the 
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economy and I think it is a problem that is widely believed to have 
otten worse in recent years, although not entirely. It is not uni- 
orm. 

The main bright spot, I think, has been that starting 10 years 
ago, roughly, there was a major push to not privatize the Indo- 
nesian economy, because that was a bad word, but they used the 
word deregulate. And while there have been a significant number 
of things carved out for powerful individuals, which I think is a 
burden on the economy as well as unfair, there has been a lot that 
has been opened up. And the pressure to do that was, in fact, the 
pressure to compete internationally and the recognition that Indo- 
nesia could not continue to grow if it simply depended on oil re- 
sources. 

In fact, probably the single greatest leverage we have on this 
issue, in a larger sense, I think, is the desire, the competition 
among all these countries, for foreign investment. And when Indo- 
nesia does some of the things it has done, like the National Auto- 
mobile or the intrusions on the Busang Mine when it was still 
thought to be a mine, I think it has a dampening effect on foreign 
investment in general. At the moment, there is an awful lot of for- 
eign investment available everywhere, so the competition is a little 
less acute. But I think that is one thing that has some influence. 

I believe that the way we do our own business—and I think this 
is a reason why, given a choice among investors, I think there is 
an objective reason to prefer American investors because we are re- 
quired by our own law to behave in a way that other countries do 
not have to. I do not know if there would be a way to international- 
ize the Foreign Corrupt Practices Act, but it seems to me it would 
be not a bad thing to try to do. As I understand, in Germany, if 
you pay a bribe, you actually can take a tax deduction for it. It is 
not so far from being illegal. Maybe we cannot influence the Ger- 
man Government, but it would seem to me we might have a better 
chance working on them than working on the Indonesians. 

Mr. BERMAN. We cannot even agree on what technology to sell 
to Iran with the Germans, so I do not know. 

Mr. WOLFOWITZ. Well, there are limits to what we can do. But, 
I mean, we had a GAO inspection when I was in Jakarta of our 
PL—480 program and I was fairly new, so I did not figure it was 
something that I would have to apologize for. But I was really quite 
concerned. How do you run a program like that in a country with 
the business climate that was described and not have problems. 
And the GAO did its damnedest to find problems and we had to 
conclude that when the rules were clear enough and laid down by 
USAID, the Indonesians followed our rules because they wanted 
our program. And I think, similarly, they want the technology 
American oil companies have to offer and so they play by the rules 
that those companies have to live with. And I think we do have a 
significant influence within the sphere that we operate in in rais- 
ing people’s standards. 

I am sorry, China. I in no way meant Indonesia as a military 
counterweight to China. In fact, one of the impressive things about 
this country is that even though it is dominated by the military, 
the military budget is relatively honest. And, as a military force, 
Indonesia is not the counterweight to anybody. What I meant is 
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that I do believe that if Southeast Asia were to go back to where 
it was 30 years ago with wars between Indonesia and Malaysia and 
disputes among the Spratlys, not just between China and the 
ASEAN countries but between Vietnam and Indonesia, it would be 
almost impossible for China to stay out, even if they wanted to. I 
think they would be drawn in to one side or another to protect 
their own interests. 

Conversely, if Southeast Asia remains stable as it is and, in fact, 
they have integrated Vietnam and they are about to bring Laos 
and Cambodia in, so the differences among them are kept to a min- 
imum, I think it will, even if the Chinese want to interfere, it is 
going to be much more difficult for them to do so because they will 
not be able to play Vietnam off against Indonesia or Indonesia 
pen Vietnam. They will have to deal with the whole entity. 
That is what I meant. 

Mr. BERMAN. I am being called by my Committee to get over 
there. The question I gave to you is way beyond the scope of this 
hearing. I would be interested in hearing your thoughts about it at 
some point, but I am not going to be able to now and it seems un- 
fair to you to ask it to you and then leave while you are giving the 
answer, so let me apologize. 

Mr. BEREUTER. Do you want him to answer it? We will have it 
for the record, if you do. 

Mr. GADBAW. I would be happy to answer it and come back and 
talk to you directly, personally, if you would like. 

Mr. BEREUTER. I liked his question, so if you would like to pro- 
ceed, we will have it on the record. 

Mr. GADBAW. Thank you. 

I think the Congressman has asked two of the most important 

uestions that we in the business community face and they are at 
the top of my agenda and the top of, I think, the U.S. Government’s 
policy agenda. I think, on the issue of corruption, the most impor- 
tant thing to recognize is that the Indonesians themselves have ac- 
knowledged the problem of corruption and there is considerable 
discussion in the press on this subject. I think, despite the exist- 
ence of this problem, American companies are able to operate in In- 
donesia without giving bribes and with integrity. I believe that by 
our involvement and insistence on operating in an ethical manner, 
that we strengthen the forces in Indonesia that want a transparent 
and corruption-free society. I think that this is part of a much larg- 
er issue that has to be addressed in a comprehensive way. I thin 
the efforts of the U.S. Government and the OECD to get agreement 
among the OECD countries that would level up the playing field 
and criminalize foreign bribery in all of the OECD countries and 
to enforce the recommendation that the OECD has already adopted 
to deny tax-deductibility for bribes are two very important initia- 
tives that deserve our support. I think there are other things that 
can be done, but we have to recognize that in the end we have to 
encourage action on the part of these countries to take this issue 
in hand and to deal with it effectively. 

I think, on the question of the linkage between our involvement 
and the social development and the development of human rights 
in these countries, I think that by our presence, we bring a set of 
values. That is, American companies and Americans that go over 
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to these countries to trade and invest bring with them the values 
that we have and the corporate cultures that embody these values. 
Ultimately, I think that economic development that is based on the 
kind of market principles and transparency and liberal reforms 
that the Indonesians have begun to pursue are the best reinforce- 
ment of the kinds of political and social changes that we are trying 
to advocate. 

We, in the U.S. ASEAN Council, have been working hard to un- 
derstand in more detail how the linkage works. We did a survey 
of our companies on their practices with respect to community in- 
volvement and attached to my testimony is a summary of that sur- 
vey. But I think we also need to be sensitive to the appropriate role 
of business. There are definitely limits to how far we can go and 
we can only support the kind of government-to-government initia- 
tives that are ongoing and the role of the non-government organiza- 
tions represented by others. 

Mr. BEREUTER. Thank you very much. 

ay that clear up Mr. Berman’s outstanding list of questions? All 
right. 

I have a couple, myself, to conclude with, and I guess the first 
would be addressed to Ms. Jones and Ambassador Wolfowitz, in 
particular. I asked Secretary Brazeal if she would respond in writ- 
ing to a question since we were about to recess to go vote, and so 
the question was basically related to allegations that I heard in Ja- 
karta when I was there. I do not know how much credibility to give 
to those allegations. But the allegations are that there is pressure, 
there are positive incentives is another way to put it, for the per- 
sons serving in the General Officers Corps, or hoping to serve 
there, to be Muslim and to move away from a secular kind of ori- 
entation in the military. I am wondering if you see any evidence 
of that, or have you seen any evidence in the past? And, if that 
were to be the case, whether or not the allegation has substance. 
What would be the effect on U.S. policy, on U.S.-Indonesian rela- 
tions? What would be your concerns? 

Ms. JONES. If I can start there, I think that there are two points 
that need to be addressed in that regard. One is that there is an 
increasing evidence of factions within the Indonesian military, one 
of which is called the Green Faction—that is, the group of officers 
that are more devoutly Muslim than others—but there are other 
factions as well and there is great resentment among part of the 
senior officer corps about the rapid rise of Suharto’s son-in-law, 
Prabowo, and also of his agitans, Hortono. And so there are fac- 
tions in the military more generally of which there is one Muslim 
faction. I do not think it is cause for concern, especially if one re- 
members that a former commander-in-chief of the armed forces 
named Mohamad Jusuf was probably one of the most devout Mus- 
lims that the army has ever had as commander, is one of the most 
beloved and one of the cleanest and most respected at the officer 
corps. So I do not think that, per se, is a cause for concern. 

I do think that the Indonesian Government’s policies over the 
last 7 or 8 years of encouraging a more strict adherence to Islam 
through organizations like ICMI, this organization of Muslim intel- 
lectuals, and so on has not been a direct consequence but it has 
been an indirect consequence of giving a cover to some of the more 
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militant Muslim groups that operate without direct government 
support in a variety of different settings that have led, for example, 
to an increase in the use of blasphemy, for example, as a charge 
against people who have been making puns about verses in the 
Koran and so on. We have seen a number of blasphemy cases used 
against people who criticize the government. So, I think there is a 
decidedly growing sense of religious intolerance that has come 
about as an indirect consequence of some government policies. But 
that is a broader question within the Indonesian Government and 
not specifically related to the officer corps. 

Mr. WOLFOwITz. I think, with respect to the armed forces, there 
clearly is a certain degree of factionalism based on religious identi- 
fication, but I would emphasize two things. No. 1, I do not think 
any of the officers are Muslim fundamentalists in any western no- 
tion of the word. It is, rather, a matter of arguing whether Muslims 
should be promoted more rapidly, less rapidly. And I think, in fact, 
it is, in part, a legacy of the fact that earlier I do not think it was 
in any way unfair but there was actually a disproportion of Chris- 
tian officers and non-Muslim officers in the top ranks of the mili- 
tary for reasons that I think had nothing to do with an anti-Mus- 
lim bias. But there was that allegation made. I think it is internal 
army politics is basically what we are talking about and it is not 
something that is going to affect the larger climate in Indonesia. 

With respect to the larger climate, I think there is some truth 
in what Sidney Jones says about an injection of religion into poli- 
tics which, in part, the government bears some responsibility. On 
the other hand, it is also a reason why even a lot of people who 
want to see change in Indonesia are afraid of having it come too 
fast because if politics is wide open in Indonesia, there will be peo- 
ple who will demagogue the religious issue. There is no question 
about it. The government is guilty of doing that to some extent re- 
cently itself. 

Mr. BEREUTER. It has been said that the Indonesian military is 
one of the forces, one of the few institutions—some people go so far 
as saying the only institution—that really seems to unite the coun- 
Je aes would you say about its role and its importance to Indo- 
nesia? 

Mr. WOLFowITz. I think it is very important and it is very impor- 
tant for that reason and I believe that, on the whole, this should 
be added to what was said earlier. I think at least on the question 
of integrating across ethnic groups and across religions on the 
whole, the record of the military has been very good within its own 
institution. It is a weakness of the country that there are no other 
institutions and I think it is a fair criticism that when those insti- 
tutions have tried to develop, usually they have been cut down. 
And in spite of that, I believe because of the broad nature of politi- 
cal and social change in Indonesia, a lot of these things are hap- 
pening and that is what one means when one talks about the de- 
velopment of a middle class. I am not an economic determinist, but 
I do believe that more and more Indonesians, outside of the mili- 
tary Indonesians, are developing the confidence and ability to orga- 
nize on a national scale in a way that ultimately will be a great 
strength for that country. 
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Ms. JONES. I think it would be a huge mistake to see the military 
as the sole or even the strongest uniting force in Indonesia if that 
meant that it precluded the search for other institutions or, indeed, 
prevented the United States and other countries friendly to Indo- 
nesia from pressing the government now to try and do what it can 
in the time remaining in Suharto’s rule to develop alternative polit- 
ical institutions. But to look at the army as the only uniting force 
in Indonesia, I think would be a great mistake. 

Mr. BEREUTER. But I do not think you would find too many peo- 
ple in this country or Indonesia that think that is a desirable end 
to have it as the only one. 

Ms. JONES. No. 

Mr. BEREUTER. Ms. Jones, perhaps in particular, but I welcome 
comments from any of you—there is a small Chinese ethnic minor- 
ity, relatively small, in the country. I understand, at least in some 
parts of the country, it is mostly Christian, and there have been 
burnings of churches, destruction of churches, destruction of Chi- 
nese-owned businesses. Is this action likely to be against the Chi- 
nese because they have a significant share of the retail establish- 
ments and wealth in some parts of the country or is it against 
Christians? 

Ms. JONES. I think primarily it is anti-Chinese. But the two, as 
you say, are being fused increasingly. And I think there are two 
possible causes that need to be highlighted. One is that through 
this process of deregulation that Dr. Wolfowitz mentioned, it has 
been true that a number of the Chinese entrepreneurs and fin- 
anciers in Indonesia have benefited enormously and in a very con- 
spicuous way, even though it is also true that others in Indonesian 
society have benefited. But the attention has been very much fo- 
cused on these extremely wealthy Chinese conglomerate owners 
and so on, so the resentment against Chinese, I think, has probably 
intensified in the last several years. 

The other thing is that whenever there is major social unrest in 
Indonesia, it is taken out on the Chinese because they are not in 
a position to defend themselves. And those tensions, as I noted, 
have increased substantially. And I think we are going to see more 
anti-Chinese riots, not less, unless the economic and sort of the 
underclass in Indonesia, particularly in the poor urban areas, is ad- 
dressed. I do think that one unfortunate aspect of this growing reli- 
gious intolerance that I mentioned is that dndeched have become an 
easy target. I would say also, in East Timor, mosques have become 
a target when people want to rev up sentiment against the Indo- 
nesian immigrants who are there. So it is a failure more wide- 
spread in Indonesia that people suddenly realize that you can get 
a lot of people out on the streets by using religion as a mobilizing 
force ne I think that is very dangerous. 

Mr. WoLFowITz. I would just like to add, I mean, I think these 
incidents are disturbing, but they are incidents in a very large 
country and I think it is healthy that most Indonesians are dis- 
turbed at the appearance of these things. We are not talking about 
a country that is aflame in religious violence. We are talking about 
a country that has known quite extraordinary peaceful conditions 
for some time now, including even for the ethnic Chinese commu- 
nity that has frequently, as Sidney Jones notes, been the target of 


38 


violence that when it starts to erupt, people get very concerned and 
very nervous. And if the trend continues, it will be indeed disturb- 
ing. But I think some perspective should be kept on it. That is all 
I would say. 

Ms. JONES. Don’t you think the trend is increasing? 

Mr. WoLFowi!ITz. I do. 

Ms. JONES. Yes. 

Mr. WOLFOWITz. No, it is increasing. But I am just saying that 
it started from a rather placid level a few years ago and that is rea- 
son for concern. 

Mr. BEREUTER. Thank you. 

Mr. Gadbaw, I think there is one element that has sort of been 
neglected by our questions and that is about the business climate 
and practices that the American businesses face there, except for 
the area of corruption which we have talked a little bit about and 
possibly the influence of the President’s family on business and eco- 
nomic and trade relationships. But I wonder if you could more spe- 
cifically address—and, again, the Ambassador’s comments are wel- 
come or any of the three of you—what categories, in brief, without 
necessarily much detail unless you want to provide it, what cat- 
egories of obstacles do we face—our own, or Indonesian, or some- 
thing else—which keep us from expanding our business involve- 
ment, participation and limits our ability to take advantage of op- 
portunities there? 

Mr. GADBAW. Yes. I think it is a very important area and the 
area on which we spend a great deal of our time. I think in my 
longer testimony you will find a bit more detail on those subjects. 

I think the first point is that we have a very successful business- 
to-business and government-to-government dialog about the busi- 
ness conditions in Indonesia and specific ways to improve those 
conditions. I had mentioned the success we had in the distribution 
area, in the tax area, and in the customs area. I think in all of 
those areas we want to continue to press forward with further re- 
forms, particularly in the customs arena where the Indonesians 
have introduced some important changes, that we will want to 
make sure to move in a positive direction. 

In the area of deregulation, particularly in the energy sector and 
the downstream petroleum products sector, there are important ef- 
forts that need to be made to further deregulate and allow for pri- 
vate participation in those areas and I think that what is hearten- 
ing is that we have a very constructive effort on the part of both 
business and government to take on those issues provided that we 
can focus in on specific doable things that can then build support 
for the longer term reforms that we think are essential. 

Mr. BEREUTER. Thank you. 

When I visited Jakarta, I visited with the American banking 
community there since I am a Member of the Banking Committee. 
And, not unlike most of Asia, we do not have national treatment. 
We have far from national treatment. In the area of retail banking, 
what is called retail banking, for example, we have almost no abil- 
ity for our institutions to function in that area. I would think that 
is a limitation on our and on other foreign countries’ ability to work 
in the area and to assist American or foreign-based businesses op- 
erating in Indonesia. 
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This hearing has focused so much, it seems to me, on the prob- 
lems that we have in our relationship and the potential problems 
because, for one thing, we are trying to better understand some of 
the concerns that our colleagues had, not only in this Committee 
but throughout the Congress. And I do want to say that I think 
there are very many positive things about our relationship, and I 
tried in my opening statement to emphasize the increasingly con- 
structive role that Indonesia plays in the region. As I visited with 
Indonesians—and I would include specifically the military—there 
was a warmth that existed toward America. Many of them have 
had experiences here. We could talk about common experiences 
that they had during their military training or their education 
here, and so I think there is a lot to be said about the base for fur- 
ther improving Indonesian-American relations. This is, of course, 
our goal within our national interest and always only within our 
national interest. But I see little reason why improving Indonesian- 
American relations is not consistent with our principles and goals, 
always in our national interest. 

I would ask you, in conclusion, for any of you to make a contribu- 
tion here, two questions, converse sides. What is it that Congress 
should avoid doing to complicate or damage Indonesian-American 
relations in our national interest? And what, second, should we 
specifically do to maintain and enhance Indonesian-American rela- 
tions within our national interest? 

Mr. WOLFowITz. Do you want me to try to go first? 

Mr. BEREUTER. The top of your list, both directions. 

Mr. WOLFowITz. Let me start with the positive side, and I appre- 
ciate what you said. I think we tend to look at the problems. But 
the opportunities here are enormous and not just in the trade and 
business area. I think we have the opportunity, if things go well— 
and I think they will go well over the next 15 or 20 years—to have 
a huge country in Asia, a huge country with a position in the Mos- 
lem world, that is progressing, that is progressive, and that is very 
ee and friendly to the United States. I think there is a lot at 
stake. 

I think one thing that Congress can do of a positive sort I said 
to Congressman Hastings. I think more Congressmen need to go 
there. It is a long way away. It is a difficult trip. But I do not know 
anyone, as I said before. I do not know any Congressman who has 
visited who did not advance American interests in some way and 
I do not know of any who did not come back considerably better 
understanding both the opportunities and the problems there and 
I really would encourage more congressional travel there. 

I believe that programs that bring Indonesians to the United 
States—and I include IMET in that regard—are very helpful. I do 
not have much doubt at all that, as a general proposition, Indo- 
nesians that have exposure to the United States are more likely to 
see things our way and more likely to share our values. And I spe- 
cifically believe that the efforts that we do to help non-govern- 
mental organizations, as I mentioned, through the Asia Founda- 
tion, through the National Endowment for Democracy, are very, 
very positive. 

I think what Congress should avoid doing is coming out with ac- 
tions that seem simply hostile or destructive, I think particularly 
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on the issue of East Timor. Even a lot of Indonesians who have 
concerns about human rights abuses in East Timor will complain 
that at times it seems as though the United States does not realize 
that there is the rest of Indonesia. That the only problems in Indo- 
nesia are in East Timor. 

And also, I think as I said very clearly, I think if you are going 
to make progress on East Timor, you have to recognize that inde- 
pendence is not the issue now. I believe, in fact, that if Portugal 
were willing to show some flexibility, I think there would be an op- 
portunity to get the Indonesian Government to move quite a long 
way. But if the issues seem to be independence, I think it becomes 
very destructive and I would urge the Congress to try to avoid that 
sort of destructive presentation of the issue. 

Mr. BEREUTER. Thank you. 

Ms. Jones. 

Ms. JONES. I think I would urge Congress not to just look at In- 
donesia in terms of what happens in Jakarta primarily and that it 
is critically important not only for these congressional delegations 
but for other kinds of communication going back and forth to look 
at what is happening in Sumatra and Kalimantan and Irian Jaya 
and elsewhere because I think that is going to be increasingly im- 
portant in both a positive and negative way in the years to come. 

I also would endorse what Dr. Wolfowitz said, that style is very 
important. I think you can say a lot and you can put a lot of pres- 
sure on the Indonesian Government in terms of the substantive 
content of that pressure as long as it is done in a style that does 
not seem to be completely hectoring and from a completely Amer- 
ican point of view. 

And then, I guess, finally I would say, on East Timor, that it is 
critically important, I think, to find ways of supporting the U.N. 
initiatives and sometimes that even may mean offering financial 
support, which I know is difficult to come by these days, for specific 
initiatives like a visit of the special rapporteur on torture to East 
Timor because it does put it into an international context that 
makes it much more acceptable overall. 

Mr. BEREUTER. Thank you. 

Mr. Gadbaw. 

Mr. GADBAW. I think the United States needs to stay engaged. 
We need to understand the positive linkages between our commer- 
cial interests and our overall policy interests. And I think we have 
to strengthen the mutually reinforcing relationships between policy 
and transactions. I think what we should stop doing is stop looking 
purely at the negative measures to sanction behavior that we do 
not like without regard to whether it achieves the objectives that 
we intended to achieve and find ways to strengthen, positive means 
to reinforce and incentivize behavior and the achievement of objec- 
tives that we all share. 

Mr. BEREUTER. Thank you very much. I found this hearing to be 
extraordinarily helpful. Your comments, your testimony, and re- 
sponses to our questions were to the point and very beneficial to 
us. I think, as a matter of fact, I will ask Mr. Berman to join me 
in having our staff prepare a summary of your remarks today, 
along with those of the Secretary, and provide a summary in the 
Congressional Record—which is rarely done here—as opposed to 
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just having it end up in our Committee files. That is how valuable 
I a your contribution has been here as members of the second 
panel. 

So, thank you very much for your time. We very much appreciate 
it. Hope to see you again. 

The Subcommittee is adjourned. 

(Whereupon, at 4:09 p.m., the Subcommittee was adjourned. ] 
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Thank you, Mr. Chairman, for this opportunity to discuss our 
important, complex relationship with Indonesia. Our exchanges 
this afternoon should help illuminate the major opportunities 
and challenges facing us in managing our ties with this vibrant 
nation, whose population is the world's fourth-largest and 
whose 17,000 islands span the strategic juncture of the Indian 
and Pacific Oceans. In this regard, it might be useful to 
examine several central aspects of our bilateral ties, 
including human rights, our mutual economic interests, and our 
security relationship, as well as Indonesia‘s growing role in 
Southeast Asia and internationally. 

An_ Important, Complex Nation 

Few countries are more difficult to characterize than 
Indonesia. Its cultural diversity encompassing over 300 
different ethnic groups matches its geographic reach. With a 
land area three times the size of Texas, Indonesia's breadth 
east-to-west equals the distance from Boston to San Francisco. 
Nearly 90 percent of its 200 million people are Muslim, which 
almost exceeds the combined population of the countries of the 
Middle East. Yet Indonesia is not an Islamic state, and 
affords generally effective constitutional protections for all 
major religions. The largest member by far of the Association 
of Southeast Asian Nations (ASEAN), it nonetheless works with 
its neighbors through ASEAN to encourage consensual and 
constructive approaches to regional issues. Although a founder 
the Non-Aligned Movement, Indonesia welcomes a strong, 
continuing U.S. security presence in the region. Boasting one 
of the most dynamic economies in a booming region, Indonesia 
has a rapidly growing middle class that already nearly matches 
Austrlia‘s population. Millions of Indonesians, however, still 
live at subsistance levels. 


Focus on Human Rights 
Indonesia's complexity notwithstanding, popular attention in 
the U.S. in recent months more often than not has focused on 


the nation's shortcomings, especially in the area of human 
rights. 


o Serious problems in East Timor, where Indonesia seized 
control after the former Portuguese colonialists departed in 
1975, probably attract the most coverage in U.S. and 
international media, especially after the 1996 Nobel Peace 
Prize was awarded to two East Timorese human rights activists. 


o Worker rights is another area that has generated longstanding 
concern in the United States. The ongoing trial of a leading 
independent labor leader, Muchtar Pakpahan, on subversion 
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charges has drawn sharp criticism from the Administration and 
from the AFL-CIO, which recently awarded Pakpshan its George 
Meany Human Rights Award. 


© Press freedom is constrained. The Government has closed 
several publications that reported on politically sensitive 
subjects. Journalists have been arrested as well for 
attempting to publish without a license. 


o The Government-backed takeover of a major opposition 
political party's headquarters that led to widespread rioting. 
in Jakarta last July further highlighted the distance 
Indonesia must travel before its political environment 
matches those of its democratic Asian counterparts. 


© Parliamentary elections scheduled for May 29 will occur in 
the framework of an electoral system that severely limits 
political competition and which denies Indonesians the 
ability to change their government democratically. 


o Recent convictions of several political activists on 
subversion charges, with sentences ranging from 18 months to 
13 years, and the ongoing trial of labor leader Pakpahan on 
subversion charges cause concern regarding the rights of due 
Process and freedom of expression and association. 


o The adverse impact of rapid economic development and 
population movements on various ethnic groups accompanied by 
Claims of abuse by the military, in Irian Jaya for example, 
draw additional attention from U.S. human rights 
Organizations. 


o Riots in Java, West Kalimantan, and elsewhere, some with 
religious overtones, further the impression of a society 
under significant strain. Although instances of unrest have 
been a common feature of Indonesian election periods, many 
observers believe these recent disturbances reflect 
underlying discontent with the political and economic status 
quo and frustration over the lack of public channels for 
voicing it. 


Taken together, these developments are certainly cause for 
serious concern, as made clear in this year’s State Department 
Human Rights report. Moreover, as President Clinton has said, 
our relationship with Indonesia, as important as it is, will 
not reach its full potential until there is improvement in that 
country's human rights performance. 
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Work in Progress 


At the same time, it is important not to labor under the 
misconception that Indonesia is some sort of archipelagic 
Burma. While Indonesia's human rights problems are serious, a 
closer examination of the workings of this immensely diverse 
society provides a more complex and nuanced picture. 


Vigorous NGO Community 


For one thing, unlike Burma or other countries whose 
governments rely entirely on repression to control their 
populations, literally hundreds of independent non-governmental 
Organizations continue to function despite recurring episodes 
of government pressure. Many promote democratic principles 
and better governance, and take active public roles in 
defending the human rights of individuals accused of 
wrongdoing. Others support environmental causes, and advise 
ethnic groups on their rights to their lands and traditional 
access to natural resources. Meanwile, various youth groups 
have begun to play a role in easing communal tensions, 
especially those arising from religious differences, and are 
pressing for democratic reform. There continue to be strong 
individual voices fur reform and, while some have been muzzled, 
others have not. A number of outspoken personalities also 
continue to press a reform agenda. 


The Indonesia National Human Rights Commission, whose members 
were originally appointed by the President, has gained wide 
respect among Indonesian and U.S. human rights advocates alike 
for its willingness to take forceful, independent positions on 
sensitive issues. It was the Human Rights Commission, for 
example, that conducted a careful investigation of the July 27 
riots and issued a public report that blamed the Government for 
interfering in the political process and thereby setting in 
train the events that led to the riots. Regrettably the 
government has yet t:o respond to that report. Although it 
cannot enforce its findings, the Commission has conducted other 
investigations and issued other reports on equally difficult 
issues. A number of these have led directly to government 
action against officials or military personnel responsible for 
human rights abuses. 


Active Press 


The Indonesian press practices self-censorship. The 
Government has banned publications, pressured the independent 
journalists union, and sentenced 3 individuals under laws 
prohibiting government criticism. Yet, despite these problems, 
the Indonesian press can be remarkably outspoken. Newspapers 
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routinely feature articles on human rights issues or other 
topics, like corruption, that would be banned in more than a 
few countries. The press in Jakarta and elsewhere in the 
country devoted extensive coverage to the Human Rights 
Commission's critical findings on the July 27 riots. State 
Department pronouncements in the wake of the riots and 
subsequent arrests -- affirming our support for freedom of 
ezpression, freedom of association, and due precess for 
political dissidents -- received front-page coverage. Even our 
Human Rights Report on Indonesia prompted an approving 
editorial in a leading English-language paper entitled 
"Criticism From a Friend." 


As Jack David, an American attorney long active in 

international human rights issues, pointed out in a recent Wall 

piece, the press does a good job of covering law 
suits brought by Megawati Sukarnoputri against the Government 
for its actions in unseating her as head of the Indonesia 
Democratic Party. Mr. David adds that newspapers also give 
ample coverage to efforts by human rights groups to overturn 
the anti-subversion law under which labor leader Pakpahan and 
others are being tried. It is worth noting as well that unlike 
any number of other countries, Indonesia does not prohibit 
private satellite dishes or restrict free access to the 
Internet. Growing numbers of Indonesians enjoy unfettered 
access to international news sources, even when they relay 
unflattering reports of government actions, such as those 
blamed for the July riots in Jakarta. For those growing 
numbers of Indonesians who can afford them, personal computers 
also provide access to information through the internet, which 
operates freely throughout the country. 


Increasingly Responsible Military 


Indonesia’s armed forces also are showing evidence of 
positive change in their approach to carrying out their 
responsibilities, although abuses still occur. In the last few 
years, more soldiers have been prosecuted and convicted for 
violating human rights and more commanders removed from 
positions of authority when troops under their control harm 
innocent civilians. During recent riots and inter-ethnic 
conflicts, the armed forces demonstrated considerable restraint 
under sometimes highly difficult circumstances. Senior 
military leaders acknowledge more must be done to improve the 
human rights performance of the armed forces and to resolve 
ongoing cases of alleged human rights violations. Also, 
sentences accorded human rights violaters do not always match 
the gravity of the offense. But it is a fact that efforts are 
being made to improve the military's performance -- in sharp 
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contrast to the behavior of the armed forces of some other 
nations where they are a law onto themselves. 


Just in the last few weeks, for example, the International 
Committee of the Red Cross conducted a week-long seminar on 
international law and human rights for some 50 Indonesian 
Special Forces officers. The head of the Special Forces, who 
requested the training, underscored his personal support for 
its objectives by attending its opening and.closing sessions. 
Also, defense spending in Indonesia is quite modest -- only 1.4 
percent of GNP, which places it 119th in the world in terms of 
per capita military expenditures. The military's historic 
access to "“off-budget" funds from state corporations has 
largely disappeared, although individual officers and units 
remain heavily involved in businesses. 


Growth with Equity 


Meanwhile, Indonesia's economy continues to grow. Over the 
last couple of decades, the country's Gross Domestic Product 
has expanded at an average rate of almost seven percent. Most 
experts see no reason it should not continue at about that pace 
for the foreseesble future, thanks to the government's sound 
economic policies. However, to assure such an outcome, the 
Government must continue along its chosen path of trade 
liberalization and must assure full access to capital and 
markets for all of its citizens who wish to participate in 
business. Strengthening the legal and regulatory framework for 
business operations will become increasingly important if 
economic growth is to be sustained into the foreseeable 
future. Although some question the income level that should be 
defined as poor, averyone agrees that poverty has declined 
dramatically. Looked at another way, Indonesia has moved from 
an income base about half that of India's in the mid-1960s to a 
per capita income ($1,000) more than twice that of India 
today. It must continue its pattern of economic reform if it 
is to maintain its pace of economic expansion. 


While such impressive sustained growth has produced some 
enormously wealthy individuals, these same sound economic 
policies clearly have brought widespread benefits to average 
Indonesians. The numbers of those living below the absolute 
poverty line have declined from about 60 percent of the 
population to somewhere just above 10 percent over the last 
three decades. A World Bank report on poverty credited 
Indonesia with achieving the greatest reduction of any of the 
countries examined over the course of a 20-year study. Another 
World Bank study found that Indonesia has the smallest gap 
between its richest and poorest citizens of virtually any 
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developing country in Asia. Needless to say, such rapid, 

relatively equitable growth has considerable impact because it 
helps cushion political and social problems and gives Indonesia 
greater resilience as it faces the still substantial challenges 


that lie ahead. 
Society in Plux 


In short, Mr. Chairman, Indonesia is a society in fluz, a 
work in progress. There are areas of concern, but also reasons 
for optimism. Debate is under way among Indonesians themselves 
regarding the country's future political direction, and at 
least some mechanisms are available to ensure that differing 
views can be heard and considered. It is also important to 
recognize that Indonesia now appears to be entering what is 
likely to be a protracted transition to new political 
leadership, a phase that may well extend into the next 
century. President Soeharto will almost certainly be selected 
for a seventh five-year term in 1998 if he decides to run 
again. He will be nearly 77 years old at that point. Most 
Indonesians therefore seem to realize that the issue of a 
successor will face the nation in the not too distant future. 


The U.S, Role; Limited but Important 


Let me review, Mr. Chairman, some of the actions the United 
States has taken to help promote improved respect for human 
rights in Indonesia and, in the words of former Secretary 
Christopher, “an orderly transition ... that will recognize the 
Pluralism that should exist in a country of that magnitude and 
importance.” 


We must recognize in this regard that U.S. influence on 
events in Indonesia is inevitably limited, although nonetheless 
Still important. As in any large nation, internal 
considerations will predominate, and Indonesia’s people and 
political leaders will shape their own future. This said, we 
have taken a number of actions to help encourage greater 
respect for human rights while furthering the numerous mutual 
interests we share with Indonesia. 


East Timor 


The situation in East Timor has long been an important part 
of our dialogue with the Government of Indonesia. President 
Clinton, for example, has raised our concerns directly with 
President Soeharto. Secretaries of State Christopher and 
Albright have discussed them extensively with Foreign Minister 
Alatas. as have Ambassador Roy and his embassy colleagues with 


their counterparts in Jakarta. In New York and elsewhere, we 
have strongly supported UN-facilitated discussions between the 
foreign ministers of Indonesia and Portugal, as well as the 
dialogue among the Timorese themselves. We are encouraged that 
Secretary General Kofi Annan‘s recent decision to appoint 
Ambassador Jamsheed Marker to be his Special Representative on 
East Timor matters will give a new impetus to these key 
discussions. I will be meeting with Ambassador Marker later 
today and will underscore with him the importance we give to 
the UN's role in finding a solution to the East Timor problem. 


While many of our efforts involve quiet diplomacy, we also 
have not been reluctant to support public ezpressions of 
concern where appropriate. For example, we have supported 
action on East Timor at the United Nations Human Rights 
Commission. Only last month, the Commission passed a 
resolution, with U.S. cosponsorship, that expressed deep 
concerns over Indonesian policies there. 


It will be important in our view that an overall solution in 
East Timor incorporate proposals that give East Timorese 
themselves greater control over their economic and political 
life, in keeping with the their unique history and culture. [In 
the meantime, we have urged the government to reduce troop 
levels, to allow increased access the province, and to release 
prisoners of conscience. We have also called on the East Timor 
resistance to foreswear violence and join efforts to achieve a 
peaceful resoiution of the dispute. Two U.S. Congressmen, 
Ambassador Roy, and Assistant Secretary of State for Democracy, 
Human Rights, and Labor, John Shattuck, recently visited the 
area, and other embassy officers have visited six times in the 
past ten months. Assistant Secretary Shattuck also visited the 
imprisoned East Timorese activist Fernando de Araujo last March. 


Over the years, we have been the largest international aid 
donor to East Timor, with eight projects now currently under 
way with a total budget of $15.8 million. Our aid programs are 
designed to improve the lives of average Timorese, while 
helping them achieve more control over their own economio 
future. 


Other Human Rights Concerns 

In the area of worker rights, we have maintained ongoing 
discussions with the Indonesian authorities to urge 
implementation of internationally accepted labor standards. In 
this regard, we encouraged the Indonesian Ministry of Manpower 


to adopt a Plan of Action in November 1994 that laid out a 
number of important benchmarks. Indonesia has made progress in 
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implementing these commitments. For example, regional minimum 
wages have increased, and enforcement of the minimum wage law 
has improved. The government has permitted formation of 
Plant-level unions and allowed them to negotiate collective 
bargaining agreements. The official union has been 
restructured into a federation of 13 sectoral unions and 
collection of union dues is being transferred to the local 
unions, rather than being done by the Department of Manpower. 


We are exploring all possible ways to encourage further 
Progress in addressing remaining worker rights issues. We 
would like to see further relaxation of restrictions on freedom 
of association and continuing improvements by Indonesia in 
implementing commitments made under the 1994 action plan, such 
as better enforcement of existing law and further reductions in 
security forces' intervention in legitimate trade union 
activities. We also support those in Indonesia who are working 
to bring the new draft labor law into compliance with 
international standards, ensuring that it protects fundamental 
worker rights and allows workers to share in Indonesia's 


growing prosperity and development. 


Of immediate concern is the current trial of labor leader 
Muchtar Pakpahan on subversion charges and his resumed 
imprisonment on a four-year sentence for inciting labor riots 
in Medan in 1994. The charge, from which a Supreme Court panel 
exonerated him in 1995, was reinstated by a lame-duck Supreme 
Court Justice in October, 1996. We have repeatedly called on 
the Indonesian government to ensure that Pakpahan and other 
labor advocates imprisoned solely for expressing their views be 
released. We also remain deeply concerned at reports of 
continuing harassment of labor leaders and limitations on 
freedom of association. We continue to examine the question 
of reinstating the formal review of Indonesia's eligibility for 


GSP privileges. 


With the Indonesian military, we are working to encourage 
further improvement in its interaction with the civilian 
population, while supporting the Armed Forces‘ own desire to 
improve its professionalism in carrying out its 
responsibilities. No better tool exists, Mr. Chairman, to 
achieve these results than our International Military 
Educational and Training (IMET) courses. The record of IMET 
graduates speaks for itself. Indonesian officers trained in 
the United States have been among the strongest advocates for 
improved respect for human rights and the accountability of the 
armed forces in the performance of their duties. One IMET 
graduate is the senior officer who convened the Honor Board 
that cashiered the commanding officer of troops who fired on 
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crowds in East Timor in 1991. That same honor board imposed 
jail sentences on some of the soidiers directly involved. 
Another IMET graduate wrote and circulated the human rights 
manual that is now part of the standing orders for troops in 
the troubled province of Irian Jaya. In short, we can think of 
no better means of encouraging better. human rights performance 
by Indonesian military officers than by giving them extensive 
exposure to U.S. military forces, with their doctrines of 
respect for civilian authority and for the rights of civilian 
populations. Indonesian NGOs agree with our position on the 
effectiveness of IMET training for military officers. 


As for the ongoing trials of political dissidents, we have 
publicly underscored our support for the rights of free 
association and free speech, while urging respect for the 
defendants' right to due process. In addition, Embassy 
officers are directly monitoring the trials. Assistant 
Secretary Shattuck made a special point of visiting Mr. 
Pakapahan in March to stress our concern that his rights be 
respected and that he promptly receive all necessary 
professional medical treatment in accordance with his needs, as 
well as visits by ICRC medical officials on request. 


The United States also provides approximately $20 million in 
financial support areas of human rights, democratization, good 
governance, and the environment, much of which is spent through 
NGOs. In fact, we are the single largest international donor 
to these organizations. Similarly, we have purposefully sought 
ways to help highlight the important work performed by the 
National Human Rights Commission. Secretary Christopher, for 
example, arranged to meet with the Commission's leadership 
shortly after it was established in 1994. He met with them a 
second time in Jakarta last July. On both occasions, he 
stressed our admiration for its contributions to improved 
respect for human rights, while according the Indonesian 
Government appropriate credit for having established and 
supported the Commission and its work. His remarks were 
carried widely in the Indonesian press. Assistant Secretary 
Lord as well as Assistant Secretary Shattuck were permitted to 
meet with Budiman Sutjatmiko, an imprisoned political activist. 


The Larger U.S.-Indonesia Relationship 


Mr. Chairman, I have chosen to devote considerable attention 
in this statement to human rights, given that subject's 
prominence in recent months. In framing our policies toward 
Indonesia, however, we must also keep in mind the enormous 
importance of other areas where our interests overlap and are 
mutually supportive. It would be a mistake to do otherwise. 
Not only are these interests important in and of themselves, 
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but by working with Indonesia and by acknowledging Indonesian 
contributions in these areas, we better position ourselves to 
Speak candidly to the Indonesians on human rights or other 
sensitive matters. A lesson to be drawn here, Mr. Chairman, is 
that our ability. for example, to support Indonesian NGOs 
working for a more responsive, pluralistic society or to urge 
improvements in the East Timor situation depends significantly 
On our willingness to recognize, and to work with that nation 
in areas where it has already made considerable achievements. 

Economic Ties 

U.S. and Indonesian economic interests coincide in virtually 
every key area. I have already touched on Indonesia‘s 
remarkable economic record. At current rates of growth, the 
World Bank estimates Indonesia could be the world’s sixth 
largest economy by the year 2010. Not surprisingly, 
Indonesia‘s sustained growth, which is increasingly driven by 
the nation's booming private sector, has greatly benefited U.S. 
economic interests as well. Annual bilateral trade between our 
two countries grew nearly 60 percent over the last five years, 
to almost $12.3 billion. U.S. investment, which has helped 
fuel Indonesian development, now totals some $7 billion, not 
counting massive U.S. outlays in the petroleum and gas 
sectors. The GOI recently announced, for example, the 
tendering schedule tor the estimated $40 billion Natuna gas 
project, of which Esso Indonesia (Exxon) and Mobil own 76 
percent. Construction on the giant project is expected to 
begin in 1999. 


Beyond our thriving bilateral economic links, the United 
States and Indonesia have worked closely together to encourage 
trade liberalization in the region and beyond. In this regard, 
Indonesia has provided vital support to the 18-member 
Asia-Pacific Economic Cooperation forum, which is moving to 
free trade and investment within this dynamic region. Building 
on the first APEC leaders meeting that President Clinton 
hosted, President Soeharto invited heads of Asia's major 
economies to Boger in 1994, where they set ambitious goals to 
achieve free trade and investment by 2010 -- for developed 
countries -- and 2020 -- for others. President Soeharto's 
personal intervention in support of these goals was crucial in 
securing agreement from several reluctant APEC members. 
President Soeharto also insisted that all trade sectors, 
including agriculture be included in the liberalization agenda, 
a stance that directly benefited our efficient farm sector. 
Indonesia was similarly one of the first developing countries 
that signed onto the Information Technology Agreement during 
last year's Singapore World Trade Organization meeting. Here, 
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again, Indonesia provided important impetus to freeing trade in 
a $500 billion macket where the U.S. has important competitive 
advantages. 


Security Ties 


Indonesia and the United States also share similar interests 
in ensuring that Southeast Asia and the broader region continue 
to enjoy peace and stability. For its part, Indonesia has 
become a leading force within ASEAN, which over the last 30 
years has evolved from a defensive anti-communist bulwark into 
a political institution dedicated to regional stability, as 
well as a dynamic economic organization promoting regional 
trade and investment. In fact, Mr. Chairman, it could be 
argued that Indonesia's support for ASEAN has been the single 
most important factor underlying the success of this dynamic 
Organization, given Indonesia's overwhelming size and influence 
in the region. As a result, the ASEAN nations have been able 
to achieve a level of prosperity and stability that is the envy 
of many other parts of the world. In 1993, Indonesia helped 
establish the 21-member ASEAN Regional Forum that holds annual 
meetings to discuss security issues, thus encouraging vital 
patterns of cooperation among countries with security interests 
in the region. The ASEAN Regional Forum complements our own 
engagement in the region as well. 


Indonesia also has emerged as one of the region's most 
effective voices for peaceful settlement of disputes. Along 
with France, for example, Indonesia took the lead in 
negotiating the UN-sponsored settlement that led to the 
establishment of an elected government in Cambodia in 1993. 
Last year, using its membership in the Organization for the 
Islamic Conference to effective advantage, Indonesia helped 
broker a peace agreement between the Government of the 
Philippines and the Moro National Liberation Front, which ended 
a decades-long conflict in the southern Philippines. Other 
Indonesian contributions to peace and stability in the region 
include sponsorship of workshops to help resolve longstanding 
territorial disputes in the South China Sea, providing safe 
haven for hundreds of thousands of Vietnamese boat people, and 
becoming the first ASEAN member of the Korean Peninsula 
Development Organization (KEDO) and donating heavy fuel oil to 
its program designed to reduce the threat of nuclear 
proliferation in North Korea. 


As evidence of its support for the U.S. presence in the 
region, Indonesia welcomes U.S. ship visits and provides 4 
important commercial repair facilities for our navy. Indonesia 
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has made available a bombing range as well, which provides 
valuable opportunities for our pilots to train in the region. 
U.S. and Indonesian forces also engage in a growing program of 
joint training exercises. 


Conclusion 


In concluding, let me commend you, Mr. Chairman, and your 
colleagues on the Subcommittee for holding these important 
hearings on Indonesia. As I have attempted to show in my 
statement, our relationship with that country is a highly 
complez and unusually important one that involves numerous key 
U.S. interests. I am certain you agree that policies designed 
to advance those interests must be firmly grounded in a full 
appreciation of the dynamic Indonesian domestic scene as well 
as a thorough understanding of that nation's large 
contributions to stability and prosperity in Southeast Asia and 
the wider region. In short, Mr. Chairman, our overall approach 
should encourage a continuation of Indonesian Government 
policies that reinforce our regional and global interests while 
Supporting those Indonesians working for a more pluralistic and 
democratic Indonesian society and greater respect for human 
rights. 


I am confident that our discussions today will contribute 
greatly to ensuring our policies advance these important U.S. 
interests. 
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Mr. Chairman, I appreciate this opportunity to testify before this committee on the 
very important subject of U.S. relations with Indonesia. Since my time is short, and there 
are several other witnesses who will speak on more specific matters, let me concentrate 
on some important broad points about Indonesia and our relations with that country. | 
will try to do so briefly, although Indonesia is an extremely complex country and it is 
hard to be both brief and accurate in speaking about it. 


I served in Indonesia for threc ycars as United States Ambassador to that country, 
from 1986 to 1989. | speak to you as someone who developed enormous affection for 
that country and its people and as someone who cares deeply about the future of 
Indonesia. However, a large part of the reason why | do care about Indonesia’s future is 
because I believe that a successful and prosperous Indonesia is important for all countries 
in the Pacific region, including most definitely the United States. That is why I 
appreciate this opportunity to appear before you to discuss U.S. interests in Indonesia, 
including our interest in the very sensitive and important question of human rights. 


1) INDONESIA'S IMPORTANCE. It is probably safe (o say that there is no 
country in the world as important as Indonesia about which Americans know so little. 
Unfortunately, it is s safe statement because so many Americans would have difficulty 
even placing Indonesia on the map and, while people have frequently heard about the 
beautiful island of Bali or about human rights problems in East Timor, very often they do 
not realize that these arc just two of the smallest provinces in a very large country. But I 
also say it with confidence because Indonesia is yery important to the rest of the world, 
and becoming more important every year. 


In fact, I continue to be surprised ai how often even relatively well-informed 
Americans are unaware of the facts that make Indonesia one of the most important . 
countries of the Pacific region. I would like to emphasize three in particular: 


e Religious Tolerance. One of the most important aspects of Indonesia is also 
one that is very poorly understood in the United States. Few Americans are aware thal 
Indonesia has the largest Moslem population of any country in the world. With Moslems 
making up an estimated ninety percent of Indonesia's 200 million people, the Moslem 
population of Indonesia is almost as large as that of the entire Arab world put together. 
But it is the quality of Indonesian Islam that is as important as its size. Islam as practiced 
in Indonesia is moderate and extremely tolerant And while Indonesia’s population is 
predominantly Moslem, there are also large Catholic, Protestant, Ilindu and Buddhist 
communities. In fact, Islam is not the state religion and Indonesia is justifiably proud of 
its record of religious tolerance. As one looks around the world today at the tragic effects 
of religious intolerance, I think it becomes apparent how important it is that the country 
with the world’s largest Moslem population practices religious tolerance. I believe that if 
Indonesia continues its impressive economic development, its influence as a country of 
religious tolerance and moderation will grow over the coming decades. 


© Economic and Commercial Importance. With a population approaching two 
hundred million people, Indonesia is the fourth largest country in the world. Moreover, 
Indonesia's economic growth has been impressive, averaging elmost seven per cent per 
year over a period of more than two decades. As a result, even though it started from a 
relatively low base, Indonesia's is emerging as one of the world’s larger economies. In 
fact, it is one the ten economies on the Commerce Department's list of Big Emerging 
Markets. While Indonesia is already an important trading partner for the United States, 
the prospect of continued rapid growth of this very large economy will make it even more 
important in the future. 


© Strategic Location. Indonesia’s location makes it very important strategically. 
Most typically this kind of statement is accompanied by a reference to the fact that some 
of the most important sea lanes in the world, those which connect the Pacific Ocean to the 
Indian Ocean and the Persian Gulf, pass through or by Indonesian waters. But even morc 
significant is Indonesia's crucial role as the largest country in Southeast Asia, a region of 
more than 400 million people that is important not only in itself, but also as China’s 
strategic neighbor. If Southeast Asie maintains its stability, as well as what the ASEAN 
countries call their “resilience,” there is a much greater chance that China will remain at 
peace with its neighbors. Alternatively, if Southeast Asia becomes 2 region of instability 
or potential threats, China might be drewn into that instability, with consequences for the 
entire Pacific region, including the United States. Indonesia is crucial in determining 
that outcome, 


2) INDONESIA'S ECONOMIC AND POLITICAL PROGRESS. Considering that 
Indonesia has been independent for only a relatively short 51 years, it has made 
remarkable progress during that time. Although important problems and challenges 
remain, the record of major problems successfully solved makes me optimistic about 
Indonesia's ability to solve these problems in the future. It might provide a helpful 
perspective to think of where the United States was in 1827 and how many major 
problems — including human rights issues — remained to be solved. It is far too easy to 
sit here in judgment about the problems of another country twelve thousand miles away, 
forgetting that we have had more than two hundred years to develop our democratic 
institutions and that even so we still have many problems left to solve. 


Any balanced judgment of the situation in Indonesia today, including the very 
important and sensitive issue of human rights, needs to take account of the significant 
ptogress thal Indonesia has already made and needs to acknowledge that much of this 
progress has to be credited to the strong and remarkable leadership of President Socharto. 
The list of accomplishments is long, but let me mention four in particular: 


e Indonesia’s economic development, which is entirely attributable to President 
Soeharto's era and “New Order” government, has transformed Indonesia and is 
- continuing to transform it, People who knew Indonesia at the end of the Soekamo era, in 
1966, have difficulty recognizing it today. The economic growth that is so evident in the 
new skyscrapers of Jakarta is also evident in the prosperity of the countryside and in the 
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new jobs being created in the rapidly growing manufacturing sector. Where thirty years 
ago poverty and malnutrition were endemic and thousands of people literally starved to 
death, today millions of people are moving out of poverty. That is itself a victory for 
human rights. 


e Indonesia stretches across a vast geographical expanse (a fact that is concealed 
by maps based on Mercator projections), as great as the distance from London to 
Moscow, and there are probably as many different languages, ethnic groups and religions 
in Indonesia as in that large expanse of Europe. Indonesia has overcome an almost 
mind-boggling diversity of languages and cultures and cthnic groups to build a nation that 
is, on the whole, despite important exceptions like East Timor, impressively unified and 
stable. In a world where internal ethnic strife has caused and continues to cause such 
terrible crimes and bloodshed, this peace and unity is a significant achievement and it too 
is a victory for human rights. 


e Indonesia, as I have already noted, has achieved a degree of harmony and 
tolerance among very diverse religious groups that could be a model for many other 
countries in the world. This achievement did not come without some serious struggles 
and it is not complete. Religion is still a sensitive issue and some problems persist. But 
in a world where so many peopic are still persecuted and even killed because of their 
religion, Indonesia’s religious tolerance is also a victory for human rights. 


e Indonesia has played a prominent and constructive role diplomatically in 
promoting peace and cooperation among the ASEAN countries and in the Pacific region 
more broadly. Indonesia’s contributions have been critical to the success of several 
important organizations for regional] cooperation — organizations with acronyms like 
ASEAN, APEC and ARF - and Indonesian diplomacy has played a leading role in 
addressing such problems as Cambodia, Indochinese refugees, the South China Sea, the 
Moro rebellion in the Philippines and nuclear non-proliferation, Lest we take this for 
granted, I would like to underscore how much Indonesia’s smaller neighbors appreciate 
Indonesia's willingness to play a cooperative role in the region. Jt was not historically - 
inevitable that the largest country in Southeast Asia would choose to take its place as an 

partner among its neighbors, rather than seeking to dominate them. In fact, 
Were tonavioe under Soeksino suggested that it might take the latter course. 
President Soeharto deserves credit for Indonesia's very decisive turn toward regional 
cooperation, a policy courss which made possible the creation of ASEAN in 1967 and 
which is contributing to the success of so many cooperative efforts in the Pacific region 
today. 


3) HUMAN RIGHTS PROBLEMS IN INDONESIA TODAY. | note these very 
important achievements that Indonesia hes made in order to provide some perspective and 
balance, not to apologize for problems that remain or for mistakes in dealing with those 
problems. In fact, I believe that Indonesia needs to achieve greater political openness if it 
is to sustain and capitalize on the enormous economic progress it has achieved and this 
personal view of mine happens to be very well-known in Indonesia. I expressed this view 
very clearly in providing my overall assessment of U.S.-Indonesia relations when I left 
Jakarta in 1989. But | should add that I would not be comfortable with this view if I did 


not feel that it was shared by the great majority of Indonesians I knew. Obvious though it 
seems, we should remember that it is their country that we are talking about and they 
should determine its future. 


In the seven years since that time, I have observed significantly greater openness 
in many respects. There is more questicning of public officials and government 
decisions; there have been important court decisions that have gone against the 
government, at least in their initial stages; military officers have been court-martialed for 
the massacre in East Timor in 1991; and the establishment of a government-appointed 
Human Rights Commission which has enough independence to issue reports that are 
critical of government actions is a remarkable milestone. However, there have also been 
some serious setbacks, most notably the closure of some news publications including the 
very distinguished and independent news weekly, TEMPO. 


In general, the area of political speech and expression has been an area of both 
some significant progress and some significant setbacks. On the positive side, there 
seems to be greater tolerance of public criticism within legal channels of government 
actions. The Human Rights Commission, as alrcady noted, has issued critical reports and 
senior members have even criticized decisions by the Indonesian courts. On the whole, 
the Indonesian press is allowed to discuss problems more openly than ten years ago and 
even journalists from the banned weekly TEMPO have recently been allowed to take over 
the operation of some new weeklies thet have consequently becomie quite outspoken. 


On the other hand, the government seems to be dealing more harshly with 
political speech and actions that is not legally authorized. In particular, there seems to be 
a disturbing tendency to use the very harsh subversion law against labor organizers, 
political activists and journalists who operate outside of the fairly narrowly constrained 
legal channels. This is true in the case Andi Syahputra, the editor of the unauthorized 
Suara Independen news magazine as well as the earlier case of iwo members of the 
Alliance of Independent Journalists who remain in jail; in the recent subversion sentences 
of nine activists from the Democratic People’s Party; and in the prominent case of labor 
leader Muchtar Pakpahan. In the latter case there has been some discussion recently of 
the possibility that the government might release Muchtar Pakpahan to go abroad for 
needed medical treatment. ae a ae ig ere eee 
4) &£ ; FOR y 
Thee ita cOuiibex beleive becwtia the decks’ Surchinge ax3'he deck Scisadiaan 
Indonesia that Americans, who are able to take stability for granted, have difficulty 
understanding. 1 had a personal experience of this in 1987 during the election campaign 
when the PDI staged a massive rally in Jakarta. It was remarkable for its size — with 
almost e million people in the streets, and for its duration — going on for several hours, 
but most remarkable was its extraordinary peacefulness. I was impressed, and very 
hopeful about the prospects for peaceful political expression in Indonesia. | expressed 
these sentiments a few days later to a very liberal indonesian friend, who I expected 
would share them with me. I was surprised by his negative reaction. “My wife came 
home shaking with fear,” he said. ‘The large crowds wearing red shirts and displaying 
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pictures of the late President Soekamo reminded her of the terrible days of the Soekarno 
era when her husband and family were the targets of red-shirted mobs. 


This experience brought home to me the importance attached to stability by those 
who experienced the instability and violence of Indonesia's first two decades. Perhaps 
they should have more confidence in the stability that their country has achieved since 
then; perhaps they are too inclined to err on the side of stability in making decisions 
about the right pace of change. But perhaps, also, those who have none of that experience 
are too ready to take stability for granted. This includes not only virtually all of us 
Americans but also a majority of Indonesia's own population, since more than half of 
Indonesia's people were not even alive in 1967. It is difficult to say how the balance 
should be struck between change and stability, but it would be a mistake to pretend that it 
is not an issue. 


5) THE ROLE OF OUTSIDERS IN INFLUENCING CHANGE. This brings me 
to my last point, about how foreigners, including Americans, who wish to support 
progressive change in Indonesia should conduct themselves and how they should offer — 
advice. 

To begin with, people should be careful about offering advice to countries they 
know very little about or which they had never even heard of a year ago. That is probably 
good general advice, but in certainly applies to a country as complex as Indonesia, a 
country where there arc difficult balances to be struck conceming the pace and priorities 
of change, decisions that must be made by Indoncsians for Indonesians. 


For those of us who foel in a position to offer advice, a few guidelines are in order 
that I hope the Congress will keep in mind in any actions or resolutions it may consider 
conceming Indonesia: 

— Ifadvice is offered as advice it should be done with some humility. We are not 

in a position to dictate, nor should we be. 


-- Whether to offer advice in public or in private is a delicate question. I believe 
that U.S. government officials, and former officials like myself, will 
probably be most effective if they offer their advice in private. The object 
is persuasion and it is far more difficult to persuade people if they also 
have to suffer the appearance of being dictated to by a foreign government. 


-- Whether public or private, advice is not likely to be persuasive if it is perceived 
as hostile; if it appears to take no account of positive achievements along 
with problems; or if it appears to be based on inaccurate or tendentious 
information. - 

- Finally, if we wish to encourage positive change, | think our role needs to be 
to persuade, not to coerce. The resort to sanctions may make some people 
feel better, but it ought to be judged by how it affects the situation. When 
our leverage is limited, the resort to sanctions is more likely to polarize the 
situation than to cncourage positive change. 
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There are many people in Indonesia working to promote positive change, 
including many inside the government. But it is not only government officials who 
criticize some American actions in support of human rights es heavy-handed and 
counterproductive. For example, I have heard many Indonesians outside the government, 
who are working to promote change in their country, complain that the cancellation of 
IMET for Indonesia did nothing to improve the human rights situation in East Timor. 
But it did diminish U.S. influence with the Indonesian military and deprived us of the 
opportunity to bring Indonesian officers to the United States, which would have been an 
opportunity to teach them important things about how our democratic system works. 
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HUMAN RIGHTS JN INDONESIA AND EAST TIMOR 


Statement by Sidney Jones, Executive Director of Human Rights 
Watch/Asia 
before the Asia and Pacific Subcommittee, 
Committee on International Relations 
U.S. House of Representatives 
May 7, 1997 


Thank you, Mr, Chairman, for inviting us to testify. My name is Sidney 
Jones, ] am executive director of Human Rights Watch/Asia, and I have been 
following developments in Indonesia for the last twenty years. 


Indonesia has never been a paragon of human rights practices, but for a 
period in the early 1990s, it looked as though it was on a slow but steady path to 
greater openness. Since 1994, when President Soeharto suddenly shut down three 
news publications, the trend has been in the other direction. On virtually all fronts 
in the area of political and civil rights -- freedom of expression, freedom of 
association, religious tolerance and communal harmony -- there has been a 
perceptible decline, while on the economic and social side, unchecked cormuption 
especially by what the Guardian newspaper has called Soeharto’s “rapacious 
offspring”; a perceived widening of the gap between rich and poor; and inequities 
between Jakarta and the regions are producing major social and political tensions. 


Tightening political controls combined with widespread resentment of the 
government are a recipe for trouble under any circumstances in Southeast Asia’s 
largest and most strategically important country. But they become even more serious 
given that President Soeharto, at age seventy-six and in power for over thirty years, 
has failed to put in place political institutions that can ensure an orderly succession 
when he departs. All of these problems have come into heightened focus as national 
elections approach on May 29. 
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Denial of the Right to Political Participation 


As the State Department’s most recent report on country practices notes, “Despite a surface 
adherence to democratic forms, the Indonesian political system remains strongly authoritarian.” 
There has never been an electoral challenge to President Soeharto, and Indonesian citizens do not 
have the right to change their government by democratic means. Since 1973, there have been only 
two opposition parties permitted in addition to the ruling party, GOLKAR; these are the Muslim- 
dominated United Development Party, known by its initials, PPP, and the Indonesian Democratic 
Party, PDI. 


The run-up to the 1997 elections has been marked by more repression than usual. In June 
1996, Soeharto engineered the removal of Megawati Sukarnoputri, popular daughter of Indonesia’s 
first president, as head of PDI, and has since banned any of her supporters from appearing on 
election ballots. In January, she herself was summoned for interrogation for holding an “illegal” 
political meeting in her house; Aberson Sialoho, one of her chief aides and a serving member of 
parliament, was arrested in January and is currently on trial for “insulting the President” for having 
criticized the government at an “open forum” in front of PDI headquarters in July. If convicted, he 
could get a prison term of six years. 


In addition to banning Megawati, the most popular politician in Indonesia, from running on 
the PDI slate, the government has taken other measures to ensure that the election will be no contest 
and that Golkar will win over seventy percent of the vote -- a target publicly announced by the 
Golkar leadership. Among the steps taken is tight control over access to the media. A study 
undertaken by the Alliance of Independent Journalists showed that in three one-week periods, from 
January to Match 1997, the three television channels in Indonesia carried items about the PPP twice, 
PDI once, and Golkar thirty-three times. The study goes on to note, “PDI was discussed for less than 
one minute, the PPP for less than three and a half minutes. The time given over to Golkar, 
meanwhile, totaled almost one hour, meaning that Golkar received sixty times as much news 
coverage as the PDI...”"All broadcasts must be approved by Information Minister Harmoko, who 
also serves as chairman of Golkar. 


Since August-September 1996 up until the present, local government officials have 
demanded public support for Golkar by trying to ensure that public buildings, as well as tree-trunks, 
fence-posts, and even domes of mosques, be painted yellow, the official Golkar color. In Solo, 
Central Java, in January, officials even had the headquarters of the PPP painted yellow. While this 
kuningisasi or “yellowing” effort is not a human rights violation per se, it is some indication of the 
degree to which officials demand visible loyalty to the ruling party. 


A campaign led by activists to cast blank ballots as a protest action to boycott the elections 





' “Television Monitoring Report: Phase II, January-March 1997", Aliansi Jurnalis Independen, Jakarta, 
April 1997. 
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has resulted in many arrests, as voting is mandatory. Among those detained in recent weeks is Sri 
Bintang Pamungkas, a former PPP parliamentarian and outspoken critic of Soeharto, who was 
arrested on March S on charges of subversion -- the most serious charge in Indonesian law -- for 
having circulated greeting cards after the end of the Muslim fasting month, Ramadan, urging an 
election boycott. Bintang had been arrested in 1995 for “insulting the President” during a speech he 
made in Berlin, Germany at a time when Soeharto was in Germany on a state visit. Convicted to two 
years and ten months in May 1996, he was free pending the outcome of the appeal at the time he was 
rearrested. (On April 11, 1997, the Indonesian Supreme Court upheld his original sentence.) 


Since March, dozens of students have been arrested, interrogated and released for urging an 
election boycott. On March 3, three members of a leftist student organization, the People’s 
Democratic Party (Partai Rakyat Demokratik or PRD) were arrested in Jakarta for distributing 
leaflets calling for a boycott and repeal of five laws that embody state controls over the Indonesian 
political process. The three, Bimo Petrus, Hemi, and Ling, have been charged with “spreading hatred 
toward the government of Indonesia” and face a maximum of seven years in prison. 


On April 1, twenty-four students were arrested during a demonstration on the campus of 
Gajah Mada University in Yogyakarta, Central Java, for urging a boycott and support for Megawati. 
They were held overnight and then released. Similar demonstrations have taken place on university 
campuses across Java. On April 30, fifteen students from Jember University in East Java, 
demonstrating in front of the local parliament for an election boycott, were arrested by soldiers of 
the district military command. They were interrogated and later released. 


An independent election monitoring organization in Indonesia, set up in 1996 and known by 
its acronym KIPP, has faced harassment from the day it was founded. On April 7, just one month 
ago, a two-day training workshop in election monitoring organized by KIPP in the South Sulawesi 
capital of Ujung Pandang was broken up by security forces halfway through the first day, despite 
the fact that all necessary permits had been secured, and the meeting was fully in accordance with 
Indonesian law. 


Freedom of Expression 


Controls on freedom of expression have tightened in the last twelve months. The most 
obvious indication of this was the sentencing last week of nine students to harsh prison terms, after 
all were found guilty of subversion. All of the nine were affiliated to the PRD, the left-wing political 
organization mentioned above. The PRD was initially branded the mastermind of the July 27, 1997 
riots in Jakarta that left five dead. (The riots erupted after government-backed thugs stormed the PDI 
headquarters that supporters of Megawati had occupied for more than a month.) When no evidence 


2 See Human Rights Watch/Asia and the Robert F. Kennedy Memorial Center for Human Rights, 
“Indonesia: Tough International Response Needed to Widening Crackdown,” (Human Rights Watch Short Report, 
Vol.8, No.8(C), August 1996. 
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was forthcoming of involvement in the riots, the students were charged with subversion on the basis 
of their efforts to organize workers and political rallies and for the content of the PRD manifesto, 
published in July 1996, that made use of Marxist rhetoric and called for a referendum on East Timor, 
an increase in the minimum wage, and repeal of the five political laws referred to above. Budiman 
Sudjatmiko, head of the PRD, was sentenced a week ago Monday to thirteen years; Garda 
Sembiring, head of the Jakarta branch of the PRD’s student affiliate, was given twelve. The others 
received sentences ranging from eighteen months to nine years. All nine are under the age of thirty. 


In Surabaya, three PRD activists who had helped organize a massive workers’ rally in early 
July 1996 were also convicted of subversion in April. Dita Sari, a twenty-four-year-old law graduate 
of the University of Indonesia, was given six years; her two colleagues, Coen Hussein Pontoh and 
Mohamed Sholeh, were both given four. 


It has been more than a decade since anyone in Indonesia received more than a ten-year 
prison term for non-violent political dissent. The harsh sentences may be due in part to the 
government’s assertion that the PRD was a new version of the banned Indonesian Communist Party 
and in part to the government’s apparent desire to send a signal that overt efforts to organize a 
political opposition in Mr. Soeharto’s waning years will be crushed. 


In another freedom of expression trial that just concluded, Andi Syahputra, the printer of an 
underground magazine, was sentenced to two and a half years in prison on charges of insulting the 
President. He was accused of printing an issue of the samizdat magazine, Suara Independen, that 
contained an article comparing Soeharto to the naked emperor in the fairy tale “The Emperor’s New 
Clothes.” It also included an article about a challenge mounted to Soeharto by Sri Bintang 
Pamungkas which suggested that Soeharto after thirty years in power was leading the country toward 
totalitarianism, and it was time for a new political party. The author suggested that the president 
should be elected by direct popular vote. A third article reported on the results of a survey on the 
causes of the July 1996 riots in Jakarta. The survey concluded that only nine percent of those polled 
believed the government’s version of the events. 


Worker Rights and Freedom of Association 


The government of Indonesia continues to maintain tight control over freedom of association, 
» with only one officially recognized trade union federation. A ministerial regulation issued in early © 
1994 did allow workers to organize plant-level unions for collective bargaining; if they sought to 
federate with other workers beyond the plant, however, they could only do so through the official 
union. The government now claims that over 1,400 plant-level agreements have been reached, 
although efforts to obtain a list of the 1,400 plants have thus far been fruitless. There is no doubt that 
a few of these agreements are genuine; many, however, appear to have been effectively designed and 
drafted by management without real worker representation. 


As many of the labor disputes that have taken place in Indonesia in the last few years have 
been about wages, the Indonesian government has tried to be responsive by making major increases 
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in the minimum wage. It is true that the wage remains below the level considered a “living” wage 
that means basic physical needs, that payment of the minimum wage is poorly enforced, and that 
many companies, including many Asian-invested firms producing footwear and garments for 
American companies, have been exempted from paying it, but there is also no question that the 
increase over the last two years has been fairly dramatic. The problem is that as long as there is no 
genuine freedom of association, and as long as workers believe they have no say in how or why 
those wage levels are set, the protests are likely to continue. 


It is important to note that both the reform allowing plant-level unions and major increases 
in the minimum wage can be attributed in part to pressure from the U.S. Trade Representative’s 
office through its review of Indonesian labor rights practices under the Generalized System of Trade 
Preferences provision of U.S. trade law. That review was suspended in February 1994; we strongly 
believe it should be reinstituted. 


Muchtar Pakpahan, the founder of the only independent trade union to constitute a challenge 
to the government federation and a man whom for many has come to symbolize the struggle for 
worker rights, remains on trial in Jakarta on subversion charges. He was arrested shortly after the 
July 27, £996 riots. At the time, it was not clear whether he was arrested in his capacity as head of 
the independent union, the SBSI, or as head of an NGO coalition called the Indonesian People’s 
Council (Majelis Rakyat Indonesia or MARI), of which SBSI was a member. MARI had come out 
publicly in support of Megawati Sukarnoputri. From the govemmment’s perspective, there is no 
difference -- in both capacities, Pakpahan was challenging centralized state control. 


In the charge against him, the prosecution cited a book he had written in August 1995 that 
noted the rise in social injustice and feelings of hatred toward the family of President Soeharto. The 
book also called for the people of East Timor to have a referendum on the question of independence. 
The prosecution also cited Pakpahan’s signing a statement in June 1996, together with 
representatives of thirty NGOs, that rejected the government’s efforts to oust Megawati and called 
for democracy and for Soeharto to be put on trial. It cited an interview he gave to a Dutch television 
station saying that although the Minister of Home Affairs had banned his union, the SBSI, he was 
going to ignore the ban, because it was the government that had violated the law, not him. Other 
charges involved official SBSI staternents in support of Megawati and the dissemination in West 
Java of 5,000 cassettes with songs in support of the workers’ struggle. 


Pakpahan’s conviction is a foregone conclusion; the only question is whether his sentence 
will be as long or longer than the thirteen-year sentence given to Budiman Sudjatmiko. 


Communal Violence 
Indonesia was once known for its religious tolerance and harmonious communal relations 


among its hundreds of ethnic groups. In part as a result of government policies, tolerance and 
harmony are on the decline. 
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The last six months have seen major outbreaks of communal violence. In October 1996, 
Muslims unhappy with what they saw as too lenient a sentence handed down in a blasphemy case 
attacked and burned churches in Situbondo, East Java. Five people were killed, and virtually every 
Christian church and church-related building the area, some twenty-seven in all, was damaged or 
destroyed within a matter of hours, There is some evidence that the rampage was planned, but it is 
not at all clear by whom or for what reason; charges have been traded back and forth by various 
political factions. What is clear is that no systematic, impartial investigation has taken place in this 
or the other communal clashes that have erupted since. 


On December 26, Muslim students angered over the torture of three religious teachers by the 
local police took their anger out on churches and Chinese-owned businesses, damaging over 100 
buildings in Tasikmalaya and the surrounding area in West Java. Security forces were very slow in 
coming to the scene and later blamed NGOs for inciting the violence. An NGO activist, Agustiana, 
aged thirty-five, was arrested on January 8 by internal security agents and accused him of being “the 
brain” and “the planner” behind the riots, despite the fact that he was in a different town at the time. 
According to his lawyers, his interrogators focused more on his NGO activities than on the riots, and 
in early February, Agustiana was formally charged with subversion. He is one of the founders of a 
student activist group called the Forum of Pupils/Students/Youth of Garut (Forum Pemuda Pelajar 
Mahasiswa Garut or FPPMG). The FPPMG has been involved in organizing farmers in numerous 
protest demonstrations over land issues. Three other men in their twenties were detained as material 
witnesses in the December riots. 


In Rengasdengklok, in Krawang, West Java, on January 30, 1997, a riot broke out after an 
ethnic Chinese woman complained about the recording coming from a nearby mosque that was 
intended to wake up Muslims for their pre-sunrise meal during the fasting month. Her husband, Tjio 
Kim Tjon, allegedly threw a stone at the mosque. In the anti-Chinese riots that ensued, three 
churches and several vehicles belonging to Chinese were burned. The government filed charges 
against twenty-one of the rioters who were later sentenced to terms ranging from two to four months. 
Tjio Kim Tjon, who was arrested and charged with blasphemy and engaging in a hostile action, 
received a sentence of three years and six months. 


In West Kalimantan (Indonesian Borneo) from late December through early March, an 
outburst of anger by indigenous Dayaks against immigrant Madurese resulted in a death toll that 
some have put as high as 1,000; the army admits to 300 dead. The Indonesian government did not 
instigate the initial clash and had no possible interest in doing so. Its efforts, while often ineffectual, 
appeared to be aimed primarily at protecting victims from the violence, mostly Madurese attacked 
by Dayaks, and trying to bring leaders of both communities together to stop the fighting. 


But if the immediate cause of the outbreak was a fight over a woman at a dance, the 
underlying cause appears to be the systematic alienation of Dayak ancestral land by the government 
for timber concessions, commercial plantations, and mining operations, the major beneficiaries of 
which are close associates of President Soeharto. Over the last two decades, Dayak land claims have 
been ignored in favor of Jakarta-based business interests and government developroent imperatives; 
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their sources of subsistence and cash income have been systematically depleted; and their lifestyle 
and culture have been treated with disdain as primitive and destructive in comparison with that of 
coastal Malays or immigrants from Java and Madure. Uniess the discrimination issue is addressed, 
particularly with respect to land, the likelihood of continuing violence is high. 


Communal violence also broke out in Irian Jaya between the Amungme and Dani people in 
late January in Banti, not far from Timika where the mining operations of the U.S. corporation 
Freeport McMoRan are based, and again between Amunge and Dani in Timika itself in March. It 
was the fourth major outbreak of communal violence in the area since March 1996, and according 
to local sources, security forces have made little or no effort to stop. Indeed in the March incident, 
the police are said to have transported Neles Amisim, an Amungme man into a hostile Dani crowd 
who had bows, arrows and machetes, and who had already threatened him. Neles is active in a local 
tribal council called LEMASA that has been active in pressing for recognition of indigenous land 
rights and in raising human rights aod environmental problems associated with the Freeport mine. 


The area around Timika is a highly sensitive one, as the development of the mine and steady 
expansion of mining operations have led to rapid social change, increased tensions both among 
indigenous groups and between indigenous peoples and Indonesian immigrants, and, just within the 
last year, a vastly increased military presence. In many ways, travel in and around Irian Jaya is more 
difficult than in East Timor, and while there are different versions for the causes and consequences 
of the recent violence, no outside human rights organization has been able to get permission from 
the Indonesian government to investigate it. 


East Timor 


Reports from East Timor suggest that tension in the territory is higher than at any time since 
the 1991 Dili massacre, not just in the capital, Dili, but in outlying districts as well. For this reason, 
we applaud the Clinton Administration’s support for the resolution on East Timor that was recently 
passed at the U.N. Human Rights Commission in Geneva, expressing concern about continuing 
reports of violations and at the lack of progress made by Indonesian authorities in complying with 
their commitments undertaken at previous sessions of the Commission. The resolution called on the 
Indonesian government to, among other things, ensure the early release of East Timorese detained 
for their political views; to invite the Commission’s Special Rapporteur on Torture to East Timor; 
to facilitate the stationing of a program officer from the office of the High Commissioner for Human. 
Rights in Jakarta and allow him or her unhindered access to East Timor; to encourage the Secretary- 
General of the U.N. to continue to use his good offices to achieve a just and internationally 
acceptable solution in East Timor; and to provide access to East Timor for human rights 
organization. We very much hope the Administration will follow up on each of these 
recommendations. 


The tension in East Timor has been fueled in part by the actions of Gardapaksi, a paramilitary 
youth group composed of East Timorese recruits who are trained and equipped by the Indonesian 
army. East Timorese youth opposed to the Indonesian presence are also increasingly resorting to 
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violence against suspected collaborators or undercover agents, bringing the usual big-stick response 
of Indonesian security forces in retaliation. The creation of Gardapaksi in 1995 had the effect of 
lighting a match to a fire, putting one group of East Timorese youth against another.’ The failure 
of Indonesia’s officials to resolve the underlying political problems of East Timor or to even 
comprehend the resentment of much of the populace continues to be the root cause of the violence. 


Incidents in December in Dili and February in Viqueque dramatically worsened an already 
bad situation. On December 24, 1996, the day Bishop Carlos Ximenes Belo returned home after 
receiving the Nobel Peace Prize and traveling on to Rome to see the Pope, tens of thousands of 
people lined the streets of Dili to welcome him. The line of people stretched four miles from the 
airport into the city. The crowd spilled over into the grounds of the cathedral in Dili, where some of 
those gathered carried pro-independence posters. When a group of young men saw a plainclothes 
man with a pistol and a walkie-talkie, they attacked him, believing him to be an undercover agent 
monitoring the crowd. Corporal Alfredo dos Santos Siga, an East Timorese police officer, aged 
forty-six, died as a result of the beating.‘ An officer from the army information center was beaten 
and sustained serious injuries while he was photographing a banner that read “Viva Xanana” 
referring to the East Timorese resistance leader now in prison in Jakarta In all, eleven people were 
hurt, three of them civilians. 


The deputy police chief blamed the violence on the efforts of foreign journalists, posing as 
tourists, to provoke the crowd into anti-Indonesian statements and claimed that no one had been 
detained. It was only a matter of time, however, before a series of raids took place across Dili to find 
those responsible for the death of Corporal Siga. On December 29, troops opened fire during a raid 
on the Coluhoun neighborhood of Dili. Initial reports of one dead were not confirmed; five people 
were arrested. By December 30, twelve had been arrested, and in mid-February, they went on trial, 
charged under Article 351 of Indonesia’s criminal code, which provides for a penalty of five years 
in prison for anyone who engages in violence that causes serious injuring, and Article 154, spreading 
hatred toward the Indonesian government. It is appropriate for the Indonesian government to punish 
violent acts but inappropriate to blame the violence on instigation by the foreign press. 
Unfortunately, anti-Indonesian sentiment is deeply rooted in East Timor and needs no instigation. 


One young man named Edison Marcal Dias Freitas, aged twenty-seven, suspected of fleeing 





3 Gardapaksi is an acronym for Garda Muda Penegak Integras! or “Youth Militia in Support of Integration. ” It was 
set up primarily to train informants, with many of the recruits being children of "Mauhu", the local term for indigenous 
intelligence agents. Others were simply taken from the ranks of East Timor’s large population of unemployed. Over 1,000 have 
been given what has been called vocational training, but the training takes place at Kopassus (Indonesian army special forces) 
centers in the Javanese cities of Surabaya, Yogyakarta and Purwokerto, Some 400 to 600 were reportedly undergoing training in 
early September. When they get back from training, they are employed in civilian trades, such as auto repair or furniture-making 
factories, but their main job is to act as agents provocateurs and informants. Reports in early 1997 suggested that the military 
may have armed some groups of the Gardapaksi. 


* The attack was similar to one that had taken place on November 17,1996 in DiJi when pro-independence youth beat 
up a journalist for the Jakarta magazine, Gatra, accusing him of working for military intelligence. On December 30, 1996 five 
young men went on trial for that aftack. 
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from the scene of the December 24 demonstration in Dili, was arrested at his home in the Santa Cruz 
neighborhood of Dili on April 21, Three days later, his parents had not been able to find out where 
he was detained, despite repeated requests for information to provincial police headquarters. 


The second incident which led to a deteriorating political atmosphere took place in Uatulari, 
Viqueque, beginning on February 2, and the after shocks continued through late March. On February 
2 and 3, dozens of youths belonging to Gardapaksi stoned or shot at houses in the middle of the night 
and did other things to provoke and frighten residents in the villages of Uai Tame and Nae Dala in 
the subdistrict of Uatulari. On February 5, dozens more, together with forces from the notorious 
Rajawali battalion of the Indonesian army, conducted joint patrols in the Bessia area, investigating 
and intimidating people who passed by. In addition, they assaulted youths who did not wish to join 
Gardapaksi. 


On February 7 (one report lists the same incident as occurring on February 9), Gardapaksi 
youths attacked ten youths; Pastor Dominikus (Indonesian spelling), and his driver, after they 
accused the priest of trying to hold an illegal meeting. Pastor Dominkius was the assistant patish 
priest in Macadiqui, Uatulani, and head of the local junior high school. Two of the Gardapaksi youth 
involved were named Eugenio da Costa and Enrico. 


The next day, troops from three different units -- the district military command (KODIM) 
of Viqueque, Infantry Battalion 407, and the Indonesian special forces (Kopassus) -- joined dozens 
of Gardapaksi youth armed by the military in what eyewitnesses called open provocation in the town 
of Uatulari, shouting, “Viva integration! Viva Mauhu [local intelligence]! Viva Gardapaksi!” and 
so on. They then started beating up people in the area. At the same time, the security forces started 
arresting large numbers of East Timorese. By February 14, security forces had arrested about 137 
people, of whom police acknowledged holding 109, All but two of the latter had been visited by the 
International Committee of the Red Cross, and most were released by the end of the week. 


On March 23, a demonstration, apparently by pro-independence East Timor youth, took place 
at the Mahkota Hotel in Dili where Jamsheed Marker, the newly appointed U.N. special 
representative for East Timor, was staying. The demonstration was broken up by police; forty-cight 
young people were arrested. Three days later, twenty-four remained in prison and were being held 
on suspicion of “spreading hatred.” 


We have received numerous reports of torture in March and April of young men linked to 
the resistance who were arrested in connection with clandestine political meetings but we have not 
been able to confirm these independently. 


The National Commission on Human Rights 

Indonesia does have a National Human Rights Commission, usually abbreviated Komnas, 
that has by and large acted independently of the government and performed a valuable role. But it 
is not the answer to all of Indonesia’s human rights problems, in part because the government so 
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often ignores its recommendations. Many of the recommendations it made in August 1995 after 
investigating reports of human rights violations in the Timika area of Irian Jaya, for example, were 
ignored, as were virtually all of its recommendations following the Jakarta nots of July 27 last year. 


Recommendations 


Under the circumstances, the Clinton Administration should use a variety of tools, bilateral 
and multilateral, to express concern about the human rights violations described in this testimony. 


1) The Administration should use every opportunity to express support for Indonesian NGOs, as 
well as to demonstrate its opposition to the recent crackdown on the PRD and the use of subversion 
trials to silence critics. The embassy should continue to send observers to political trials, make 
public statements when convictions are handed down, and ensure that these human nghts concerns 
are raised in high level trade, military and diplomatic contacts with Indonesian authorities. 


2) As the elections approach, the U.S. should support in principle the efforts of both domestic 
independent election monitors, as well as the notion of international monitoring of the entire 
pre-election process. Objective reporting of violations of basic rights of free expression and 
association could be useful — for example, members of parliament/Congress from the U.S., Asia and 
Europe could try to make a concerted attempt to engage in such monitoring. The Indonesian 
government has made several contradictory statements on whether requests to observe the elections 
would be permitted, but the most recent, on April 25, indicated that no such requests had been 
forthcoming. 


3) The Consultative Group on Indonesia, the annual gathering of international donors, will meet in 
Tokyo in July convened by the World Bank. The U.S. should start now coordinating positions with 
other donors to ensure that human rights issues are prominently raised in Tokyo such as the 
harassment and intimidation of NGOs; abuses related to the May 29 elections; and rising ethnic 
violence that may stem in part from economic concerns. The U.S. and other CGI members should 
consider withholding a symbolic five percent of its bilateral contribution to Indonesia as a way of 
indicating its concern and urge other donors to do the same. . 


4) The Congress should formalize in law existing restrictions on transfers of arms, including small 
arms, crowd control equipment and armed personnel carriers, that could be used to directly commit 
human rights abuses. This will add force to existing administration policy -- especially if this is 
backed up with specific human rights conditions. 


5) The embassy could do more to report on the problems in West Kalimantan and Irian Jaya by 
sending out embassy officials on a regular basis, as is done with respect to East Timor. We realize 
this has financial implications, but it is critical to US credibility and effectiveness in monitoring 
serious abuses. 


6) The US Trade Representative should immediately resume the review of Indonesia's access to GSP 
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(Generalized System of Preferences) trade benefits on worker rights grounds. We see no substantial 
evidence of improvements in freedom of association for workers, despite the commitments made to 
USTR officials in 1994 when the review was suspended. 


7) Human rights concerns should be high on the agenda for Secretary Albright's discussions with 
Foreign Minister Alatas at the ASEAN ministerial conference in Malaysia in July. 


8) The U.S. should develop a coordinated strategy with other governments to press for 
implementation of the Geneva resolution on East Timor, focusing on a few key points such as 
increased access for human rights groups, an invitation to the U.N. Special Rapporter on Torture to 
visit East Timor, and release of detained Timorese. This should part of Albright's agenda at the 
ASEAN conference; American companies and other foreign investors should be asked to weigh in 
with Jakarta in support of the UN's recommendations; any Congressional delegations to Indonesia 
should press for implementation. 


9) The Administration should urge the private sector to be proactive not only on issues where US 
companies have a direct interest but also on broader human rights concems that affect the investment 
climate and Indonesia's internstional image. For example, Mr. Stuart Eizenstat, the new Under 
Secretary of State for Economic, Business and Agricultural Affairs, once confirmed, might convene 
a roundtable discussion between US companies operating in Indonesia, local and international 
NGOs, members of Congress and others interested in promoting both business and human rights to 
discuss ways in which the corporate community might help promote human rights beyond the 
workplace. 


For example, Mr. Eizenstadt could call on the corporate community’s help to urge the 
Ministry of Manpower in Indonesia to make a public statement affinming Indonesia’s commitment 
to international labor standards; to obtain a list of the 1,400 companies in which plant-level 
agreements have been concluded; and to convene seminars in Jakarta on industrial relations 
involving NGOs, academics, employers, and members of Komnas. 


1] 
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Testimony before the 
House Committee on International Relations 
Subcommittee on Asia and the Pacific 


Statement of R. Michael Gadbaw 
Chairman of the US-ASEAN Business Council’s 
US-Indonesia Business Committee 
May 7, 1997 


I am pleased to be here on behalf of the US-Indonesia Committee of the US- 
ASEAN Business Committee (USIBC). The US-ASEAN Business Council (USABC) is 
a private, non-profit organization which works to expand trade and investment between 
the US and the member countries of the Association of South East Asian Nations 
(ASEAN). The US-Indonesia Business Committee is comprised of USABC member 
companies interested in Indonesia and representing sectors as diverse as oil, mining, 
energy, manufacturing, apparel, high technology and agriculture. 


I would Jike to commend your leadership, Mr. Chairman, and the other members 
of your committee in scheduling this hearing. Together with over one hundred of my 
business colleagues, I visited Indonesia in March to participate in the first ASEAN 
Business Summit. Last ycar, I had a chance to visit some of the cities beyond Jakarta, 
including the bustling industrial center of Surabaya and Batam Island, a development 
center in the Indonesia-Singapore-Malaysia growth triangle. Your decision to approach 
the issue of US-Indonesian relations in a deliberate and thoughtful fashion is critical to 
building this understanding and on behalf of the 400 companies of the US-ASEAN 
Business Council, 1 want to thank you for treating this relationship with the care that it 
warrants. 


To put the US-Indonesia relationship into the right context, it is helpful to start 
with a perspective on the ASEAN region. By the year 2010, ASEAN will be a ten 
country grouping with 560 million people at an average age of just over 20 years. Its 
GDP will total a trillion dollars, two way trade with the United States will be more than 
$300 billion per year and if current trends continue, it will overtake Japan to become our 
second largest trading partner. 


Indonesia is at the center of ASEAN’ future, as the largest ASEAN nation and a 
leader in shaping the ASEAN vision. I had the privilege of being in Jakarta when 
President Suharto hosted the APEC leaders and witnessed first hand his role in shaping 
the consensus around free trade in the region that has become a pillar in our rclationship 
with Asia. 


The leadership vision is grounded in 25 years of success in demonstrating the 
relationship between sound economic policies and unparalleled economic growth. 
Consistently for 25 years, Indonesia has achieved an average growth of 7% allowing it to 
reduce the portion of its population that lives in poverty from over 60% to less than 15% - 
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- and this with a growing population of over 200 million. In practical terms the growth in 
population means that the Indonesian economy needs to grow at least 6% to absorb the 
2.3 million people that are annually entering the workforce. Per capita income which was 
$70 in 1967 is today $1000. And Indonesia’s fast growing middle class is now 
conservatively estimated at 20 million. All this led the Department of Commerce to 
name Indonesia one of the world’s ten big emerging markets. The World Bank estimates 
that following current trends, Indonesia could become the world’s sixth largest economy 
by the year 2010. 


The transformation of the Indonesian economy has been marked by a steady 
diversification away from oil production and natural resource extraction to diversified 
manufacturing capability. The Indonesian economy is a model of a private sector 
investment driven economy. In 1984, the oil and gas sector contributed 70% of export 
earnings and 65% of government revenues. In the course of ten years, the growth of 
other parts of the economy have reduced these proportions to 24% (export earnings) and 
22% (government revenues) respectively. 


US business is playing an increasingly important role in the expansion and 
diversification of the Indonesian economy, starting with exports which totaled $4 billion 
in 1996, twice the volume of exports as were shipped in 1990. Using the Commerce 
Department’s calculation of 16,500 jobs for every $1 billion in exports, that is an increase 
of over 30,000 jobs in 6 years. For my company that means jobs making locomotives in 
Erie, Pennsylvania, making turbine generators in Greenville, South Carolina and making 

_ aircraft engines in Cincinnati, Ohio. Moreover, many of these exports would not be 
possible without direct investment by American companies which has also doubled this 
decadc. In 1995, US investments in Indonesia totaled over $7 billion, our second largest 
total in all of Southeast Asia. 


Trade and investment are at the heart of our overall US interests in this 
strategically important country. Indonesia is an excellent example of a country where 
trade — not aid — has helped conquer poverty and raise living standards. The $84 million 
in official development assistance the United States gives to Indoncsia in aid is meager 
compared to the $1.9 billion in assistance given by the Japanese Government and puts us 
in sixth place behind the countries like France and Germany with whose companies we 
must compete. The US-Indonesian relationship is fundamentally based on a shared 
policy vision and the mutually reinforcing nature of transactions and policies. 


I make this assertion not because I think our commercial interests displace our 
interests in economic and social development, or to minimize the importance of foreign 
aid, but because I believe there is a positive linkage between commercial engagement and 
our values and objectives in the social sphere. When American companies invest in 
Indonesia, they help promote our valucs by setting a positive example. They improve the 
quality of life by providing fair, safe working conditions and health and education 
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benefits. Earlier this year, the USIBC conducted a survey of its members to better 
understand the role US companies play in this regard. The sample is limited, but I 
believe representative. ] commend the results of the survey for your reading and would 
ask that it be submitted for the record. 


The breadth and intensity of our mutually beneficial commercial relationship was 
clearly demonstrated in March, when the Chairman of the US-ASEAN Business Council, 
George David, CEO of United Technologies Corporation led a mission of 100 U.S. 
business executives to Indonesia, Singapore and Malaysia. I was proud to be part of that 
historic mission together with my colleagues from companies that included Citibank, 
American Express, Harris Corporation, Chrysler, UPS, McDonald's, Edison Mission 
Energy, FedEx, Mobil, UNOCAL, Caterpillar, Oracle, Motorola and Cargill. 
Accompanying the mission were a number of prominent former officials of the US 
Government, including Alexander Haig, Lloyd Bentsen and Dr. Laura Tyson. 


In Indonesia, members of the delegation met with President Suharto, the Ministcr 
for Production and Distribution, the Minister of Trade and Industry and the State Minister 
for Investment. The mission also included participation in the First ASEAN Business 
Summit sponsored by the ASEAN Chambers of Commerce and Industry, where the 
American delegation was without question, the largest of any of the national delegations 
to attend, 


The significance of this event was captured by the lead editorial in the Jakarta 
Post on the second day of our visit there in a piece entitled, “Community of Free 
Traders.” (Complete text is attached to this statement.) 


No one should doubt the sincerity of ASEAN Icaders'commitment to free trade. 
Indonesia, like other ASEAN members, has secn the wonders that trade 
liberalization measures can do for its people. It is reaping the benefits of the smal! 
dose of free trade it has allowed, but more benefits are promsised when ASEAN 
free trade becomes a reality. 

A lot now depends on business-people in the region to carry out their vision of 
building a Southeast Asian community. They are the players in the field on 
whose shoulder lies the responsibility of achieving most of the goals of frec trade. 
In the final analysis, it is they who will make the foreign exchange earnings on 
behalf of their country, who will make the investment decisions and who will 
create jobs for people in the region. 


] ask that the entire editorial be submitted for the record. The importance of this 
relationship between business and government is something to which I can personally 
testify. For the last several years, the members of my committee have been working with 
our counterparts in Indonesia under the Chairmanship of Tony Ardie, Chairman of 
KIKAS (the US Committee of the Indonesian Chamber of Commerce). We are pursuing 
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a workplan, set of priorities and recommendations that have resulted in important changes 
in policies that promote increased trade and investment betwcen our two countrics. | 
would like to take a moment to tell you about several of those initiatives and a more 
detailed description is attached to my statement. 


In July of last year, the United States and Indonesia signed an amendment, or 
protocol, to the US-Indonesia Tax Treaty which lowered the withholding tax on interest, 
dividends, and royalties from 15 percent to ]0 percent. Prior to February 1, 1997, when 
the amendment became effective, these tax rates presented American companies with a 
competitive disadvantage because.our competitors’ rates were lower, Companies 
disposed to using American financial institutions, for example, were forced to pay 5 
percent more for the privilege. Needless to say, many chose instead Japanese or 
European financing. 


The remarkable thing about the tax treaty protocol was the dispatch with which it 
was negotiated and approved by both governments. The USIBC, in consultation with the 
Indonesian private sector, made a priority of the tax treaty change in the Fall of 1995. 
Over the following year, the US and Indonesian private sectors appealed to their 
respective governments to correct the inequity in withholding rates. The result was that 
within. 10 months, Secretary of State Christopher and his counterpart, Indonesian Foreign 
Minister, Ali Alatas, signed a protocol! making the necessary amendment to thc treaty. 
And within the next six months, our respective governments ratified the protocol. 


This could not have been done without the active participation of the Indonesian 
private sector and the cooperation of the Indonesian government. The Indonesian 
government has an interest in attracting investment, and it has demonstrated a desire for 
investment from a diversity of national sources. However, it is apparent that the tax 
treaty viewed in isolation was more to our advantage than to Indonesia's. Yet, the 
Indonesian goverment responded to the American private sector by making it a priority 
and by positively acting on it. 


The other major success of the USJBC over the last two years has been in the area 
of distribution, In the Fall of 1995, again in consultation with the Indonesian private 
sector, we identified the Indoncsian distribution regulatory regime as an area the 
liberalization of which was key to American exports and investment. The USIBC 
prepared a detailed paper discussing the nature of the distribution restrictions, the impact 
on the competitiveness of the Indonesian economy, the economic benefits of 
liberalization and recommendations for incremental reform. As with the tax treaty, the 
Indonesian private sector took an active role in taking the case for distribution 
deregulation to the Indonesian government. 
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The result was the June 4, 1996 distribution deregulation package which, as we 
had hoped, allowed American companies to import complementary products and 
distribute up to the wholesalc level. At least one American company has since negotiated 
approval to distribute up to the retail level — that is right up to the back door of its 
restaurants, Previous to this, American companies were not permitted 100% ownership 
of any company engaged in cither importation or distribution. But with consistent effort, 
the Indonesian government was made to understand the needs of US businesses. And the 
government responded in exemplary fashion. 


We are far from finished. American companies still face some very serious 
challenges in Indonesia. The USIBC met again in the fall of last year with our 
Indonesian private sector counterparts to examine those challenges and identify priorities. 
Our agenda for the current year includes continued privatization and deregulation, small 
and medium-size enterprise development, human resources development and intellectual 
property rights protection. The latter two were identified by our friends in the Indonesian 
private sector as top priorities. 


Based on our record of success, we are hopeful, but are presented with an 
increasingly strained government-to-government relationship as a backdrop for our 
efforts, I need not tell this committee where these difficulties lie. We began the year 
with fall-out from the involvement of Indonesian private citizens in the financing of the 
US-Presidential election, and just last week, we marked the rise of Indonesia in the 
American political consciousness with an Indonesian sanctions debate in the International 
Relations Committee. 


These developments have complicated a commercial relationship that is, despite 
our best efforts, already less than optimal. Although our exports to Indonesian have 
doubled this year, our market share is declining. We have gone from a 14% share of the 
Indonesian import market in 1992 to 9.5% in 1996. We are the third ovcrall largest 
exporter to Indonesia, behind Japan and the EU, and also lag behind Japan and the EU as 
a destination for Indonesian exports. We have a great deal invested in Indonesia, but it is 
a market of such rich potential that in 1996, it sustained five investors larger than we. 
Japan, the UK, Singapore, the Netherlands and Hong Kong are all bigger investors in 
Indonesia. 


My point is not to divert attention from other legitimate issues but to urge that in 
addressing these issues we keep in focus the importance of our overall relationship. 
Indonesia, to many Americans, is a distant, complex and not well known country. But it 
is also the fourth largest country in thc world, one rich in human and natural resources, 
one that has followed a policy direction in the international economic arena that in many 
respects has made it a model for the kinds of policies the United States has been 
advocating for over fifty ycars and one that is strategically important to US interests. In 
short, we owe it to Indonesia to think very carefully about the best means of achieving 
our policy objectives. 
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Our commercial interests should be seen to be complementary to, and not in 
conflict with, our overall interests. The more we can align our policy interests, our 
commercial interests and our transactions interests, the more effective we will be in 
achieving our common goals. 


Thank you for this opportunity to share our views. 


. 
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U.S. Corporate 
Practices in Indonesia 


INTRODUCTION 


Through its trade and investment, the American business community 
has been an active participant in one of the most extraordinary 
development stories of the post World War II era -- Indonesia. 
The continued involvement of U.S. companies in Indonesia and 
their exemplary standards of responsible corporate citizenship 
have made them valuable partners in creating an Indonesian 
quality of life inconceivable only a generation ago. 


The remarkable growth of the Indonesian economy -- 7% per year 
for three decades -- has generated an ever rising standard of 
living for the people of Indonesi, Per capita GDP in Indonesia 
has risen from US$70 in 1967 to $1,000 today. Per capita income 
is now $1000 per year -- without |being adjusted upwards to 
reflect its real purchasing powe Since 1960, life expectancy 
has risen 22 years and the infant mortality rate has fallen 43%, 
Over the last three decades in Indonesia, the poverty rate has 
decreased from 70% to 14%, an achievement for which Indonesia has 
been commended by the United Natibdns. 









In addition to reducing the poverty level, Indonesia is in the 
process of creating the underpinning of all modern democracies -- 
a viable middle class. Indonesia now boasts, according to 
conservative estimates, a growing middle class of 20 million, 
larger than the entire continent of\ Australia. 

American business has been an active\player in Indonesian 
economic expansion and the reeultant Rrowperity. 

Just in the last decade, U.S. exports to Indonesia have doubled, 
going from $2 billion in 1990 to $4 billion in 1996. Using the 
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U.S. Department of Commerce calculation that each $1 billion in 
U.S. exports supports 16,500 jobs here in America, this expansion 
of exports has sustained an additional 30,000 American jobs over 
the past six years. 


Direct investment by American companies in Indonesia has also 
doubled this decade, reaching $7 billion in 1995. And when 
American firms invest in Indonesia, they do more than make the 
best of commercial opportunities. American companies become 
valuable members of the communities where they operate by 
providing fair pay, safe working conditions, widespread health 
and education benefits, humanitarian relief, and opportunities 
for small and medium sized Indonesian enterprises. 


To better understand the contributions of American companies to 
Indonesian communities, the U.S.-ASEAN Business Council conducted 
a survey of U.S. business practices. This report examines the 
responses of a sampling of American firms doing business in 
Indonesia. The survey results are illustrative of the role we 
that our member companies play in Indonesia. What emerges is a 
commitment to responsible corporate pratices, beneficial to both . 
U.S. business and their Indonesian hosts. 


SURVEY RESULTS 
The survey focused on five areas of business practices: 


1) Human Resource Development 

2) Employee Welfare 

3) Working Conditions 

4) Humanitarian Projects 

S) Small and Medium Enterprise Development 


HUMAN RESOURCE DEVELOPMENT 


American firms in Indonesia emphasize training programs for staff 
at all levels. Indonesians working for U.S. companies receive 
language training (in both English and Bahasa Indonesia) , 
specialized skills training, and management training in order to 
boost their productivity. American companies also offer safety 
training, vocational training and professional development 
courses. 
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Examples of training provided Indonesian employees include an 
effort to conduct literacy and basic skills training for non- 
employees who reside in the area of company operations, the offer 
ef vocational certification in areas such as welding, 4-year 
apprenticeship programs, secretarial training, entry level 
programs of up to 2 years in duration, and training in areas such 
ae sales and computers. Some companies even send select 
employees abroad for graduate masters programs. 


Typical of the training offered by American companies, The 
General Electric Company offers its 2,500 Indonesian employees 
senior leadership training, training in finance and technical 
sales, and functional training at all levels. 


As some of the training areas above illustrate, not all 
Indonesian employees of American companies are engaged in labor 
intensive production activities. They are engaged as salesmen, 
technicians, and managers. In fact, all of the companies 
surveyed by the U.S.-ASEAN Business Council employ Indonesian 
workers in mid to high level manager positions -- many of whom 
are sent to the United States for workshops and on-the-job 
training. The percentage of American management that is 
Indonesian is generally more than 50% and in a number of 
instances as much as 85% - 90%. Still, most of the companies 
have plans to localize management even further. 


EMPLOYEE WELFARE 
Before looking at the performance of American companies in 


assuring the basic welfare of their employees, it is important to 
recognize the progress that Indonesia has made in the most 


tangible area of employee welfare -- wages. The minimum wage in 
Indonesia -- while low in nominal terms when compared to wages in 
the United States and measured against the demands of the 

American consumer market -- has more than doubled since 1993. It 


now stands at approximately $2.45 per day and will likely 
continue its rise. 


American companies are contributing to the evolving wage standard 
by quietly setting their own positive example. Many of them 
offer even their lowest paid Indonesian workers more than the 
Indonesian minimum wage. In some instances Indonesian employees 
of American companies, depending on their job, receive as much as 
five to ten times the minimum wage. 
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In other areas important to employee welfare, American companies 
typically provide a range of benefits that go beycnd the 
requirements of Indonesian laws and regulations. Among the 
specific benefits offered Indonesian employees by the respondents 
to the survey are general health care, maternity care, dental 
care, annual leave, recreational facilities, bonus plans, pension 
plans, savings plans, vacation allowances, life insurance, 
scholarship programs, transportation and transportation 
allowances, daily meals, and housing. 


' A model package of benefits is offered by Lucent Technologies. 
It provides its Indonesian workers with the following: Full 
medical leave, including hospitalization; a pension plan; 
transportation service and allowance; housing and car allowances 
for higher level managers, and daily lunch. 


WORKING CONDITIONS 


When they invest in Indonesia, American companies bring with them 
exemplary standards of worker health and safety. Based on the 
response to the Council survey, American companies maintain U.S. 
regulatory standards, internal corporate standards, or World Bank 
standards for their operations in Indonesia. As a result, many 
put into place health and safety measures that go well beyond 
what is required by Indonesian law -- offering such things as job 
site clinics, regular medical examinations, health and safety 
awareness programs, malaria control programs, and education in 
the prevention of sexually transmitted diseases. 


HUMANITARIAN PROJECTS 


The respondents to the Council survey make regular charitable 
contributions and provide assistance in the form of disaster 
relief and poverty alleviation. . 


Specific examples include providing relief for flood victims, 
drilling water wells, contributing to local charities, building 
public schools, building access roads in remote areas, providing 
scholarships, providing programs to help orphans, and providing 
rural medical/clinical services. 


Since 1955, one American company, P.T CALTEX Pacific Iadonesia 
(CPI), has invested $607 million in infrastructure projects and 
an additional $88 million in humanitarian projects meant to 
benefit both CPI communities and surrounding communities. Over 
and above this $695 million, CPI has, since 1955, contributed a 
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tetal of $30 million to development projects and assistance for 
the sole benefit of the communities where they operate. 


SMALL AND MEDIUM SIZE ENTERPRISE (SME) DEVELOPMENT 


With an eye to creating a diverse and equitable economy, the 
Indonesian government has made a priority of developing 
indigenous small and medium size enterprises. It is an issue 
that government officials and private sector representatives 
raise with their American counterparts at every opportunity. 


It is also a priority of U.S. business. American companies often 
rely on local suppliers and subcontractors and in many cases 
actually create the local companies themselves. P.T. Freeport 
Indonesia spends over a quarter of a million dollars a year to 
finance a business incubator program designed to create new 
indigenous small and micro enterprises. 


According to the Council survey, U.S. companies in Indonesia 
employ small and mediums sized Indonesian enterprises at a ratio 
of 167 each. While employing these outside contractors, American 
companies provide technical support, safety training and training 
to impart skills they need in order to develop. The resultant 
technology transfer, which is another of Indonesia’s top 
priorities, allows these nascent enterprises to contribute 
themselves to the development of Indonesia. 


CONCLUSION 


American companies in Indonesia are members of the national 
Indonesian community and the local communities in which they 
operate. They have every interest in bettering those 
communities, whether it is through providing decent wages, 
improving the transportation network, seeing that their workers 
get three decent meals a day, or providing disaster relief. 


Indonesia has made remarkable progress since achieving it's 
independence in 1945. It has gone from a resource rich country 
slowly recovering from colonialism to a nation identified by the 
Commerce Department in 1995 as one of the world’s ten big 
emerging markets. American companies have benefitted greatly by 
Indonesia’s success, and will continue to benefit well into the 
next millennium. In turn, the Indonesian people will continue to 
reap the advantages of the American corporate presence, capital 
and social conscience. 
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The Jakarta Post 


WEDNESDAY, MARCH 12, 1997 


Community of free traders 
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AMENDMENT TO THE COMMITTEE PRINT 


OFFERED BY MR. BERMAN 


After chapter 6 of title IV insert the following (and conform the 


subsequent chapter and table of contents accordingly): 


CHAPTER 7-INDONESIA MILITARY 


ASSISTANCE ACCOUNTABILITY ACT 


SEC. 461. SHORT TITLE. 

This chapter may be cited as the “Indonesia Military Assistance Accountability 
Act”. 

SEC. 462. FINDINGS.- The Congress finds the following: 

(1) Despite a surface adherence to democratic forms, the Indonesian political 
system remains strongly authoritarian. The Government is dominated by an elite 
comprising President Soeharto (now in his sixth 5-year term), his close associates, and 
the aia. The government requires allegiance to a state ideology known as 


“Pancasila,” which stresses consultation and consensus, but is also used to limit dissent, 
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to enforce social and political cohesion, and to restrict the development of opposition 
elements. 

(2) The Government of Indonesia recognizes only one official trade union, has 
refused to register independent trade unions such as the Indonesian Prosperity Trade 
Union (SBSI), has arrested Muchtar Pakpahan, the General Chairman of the SBSI, on 
charges of subversion, and other labor activists, has closed the offices and confiscated 
materials of the SBSI. 

(3) Civil society organizations in Indonesia, such as environmental organizations, 
election-monitoring organizations, legal aid organizations, student organizations, trade 
union organizations, and community organizations, have been harassed by the 
Government of Indonesia through such means 9s detentions, interrogations, denial of . 
permission for meetings, banning of publications, repeated orders to report to security 
forces or judicial courts, and illegal seizure of documents. 

(4) The armed forces of Indonesia continue to carry out torture and other severe 
violations of:‘human rights in East Timor, Irian Jaya, and other parts of Indonesia, to 
detain and imprison East Timorese and others for nonviolent expression of political 


views, and to maintain unjustifiably high troop levels in East Timor. Indonesian civil 


‘authorities must improve their human rights performance in East Timor, Irian Jaya, and 


elsewhere:in Indonesia, and aggressively prosecute violations. 
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(5) The Nobel Prize Committee awarded the 1996 Nobel Peace Prize to Bishop 
Carlos Felipe Ximenes Belo and Jose Ramos Horta for their tireless efforts to find a just 
and peaceful solution to the conflict in East Timor. 

(6) In 1992, the Congress suspended the international military and education 
training (IMET) program for Indonesia in response to a November 12, 1991, shooting 
incident in East Timor by Indonesian security forces against peaceful Timorese 
demonstrators in which no progress has been made in accounting for the missing persons 
either in that incident or others who disappeared in 1995.96. 

(7) On August 1, 1996, then Secretary of State Warren Christopher stated in 
testimony before the Committee.on Foreign Relations of the Senate, “I think there’s a 
strong interest in seeing an orderly transition of power there [in Indonesia] that will 
recognize the pluralism that should exist in a country of that magnitude and importance.” 

(8) The United States has important economic, commercial, and security interests 
in Indonesia because of its growing economy and markets and its strategic location 
astride a number of key international straits which will only be strengthened by 
democratic development in Indonesia and a policy which promotes political pluralism 
and respect for universal human rights. 

SEC. 463. LIMITATION ON MILITARY ASSISTANCE TO THE GOVERNMENT OF 
INDONESIA. 
(a) IN GENERAL.-The United States shall not provide military assistance and 


arms transfers programs for a fiscal year to the Government of Indonesia unless the 
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President determines and certifies to the Congress for that fiscal year that the Government 
of Indonesia meets the following requirements: 

(1) DOMESTIC MONITORING OF ELECTIONS.-The Government of 
Indonesia provides official accreditation to independent election-monitoring 
organizations, including the Independent Election Monitoring Committee (KIPP), to 
observe national elections without interference by personnel of the Government or of the 
armed forces. In addition, such organizations are allowed to assess such elections and to 
publicize or otherwise disseminate the assessments throughout Indonesia. 

(2) PROTECTION OF NONGOVERNMENTAL ORGANIZATIONS.- 
The police or military of Indonesia do not confiscate materials from or otherwise engage 
in illegal raids on the offices or homes of members of both domestic or international 
nongovernmental organizations, including election-monitoring organizations, legal aid 
organizations, student organizations, trade union organizations, community organizations, 
environmental organizations, and religious organizations. 

(3) ACCOUNTABILITY FOR ATTACK ON PDI HEADQUARTERS. - 
As recommended by the Government of Indonesia’s National Human Rights 
Commission, the Government of Indonesia has investigated the attack on the 
headquarters of the Democratic Party of Indonesia (PDI) on July 27, 1996, prosecuted 
individuals who planned and carried out the attack, and made public the postmortem 
examination of the five individuals killed in the attack. 


(4) RESOLUTION OF CONFLICT IN EAST TIMOR.- 
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(A) ESTABLISHMENT OF DIALOGUE.-The Government of 
Indonesia is doing everything possible to enter into a process of dialogue, under the 
auspices of the United Nations, with Portugal and East Timorese leaders of various 
viewpoints to discuss ideas toward a resolution of the conflict in East Timor and the 
political status of East Timor. 

(B) REDUCTION OF TROOPS.-The Government of Indonesia 
has established and implemented a plan to reduce the number of Indonesian troops in East 
Timor. | 

(C) RELEASE OF POLITICAL PRISONERS.- Individuals 
detained or imprisoned for the non-violent expression of political views in East Timor 
have been released from custody. - 

(5) IMPROVEMENT IN LABOR RIGHTS.-The Government of 
Indonesia has taken the following actions to improve labor rights in Indonesia: 

(A) The Government has dropped charges of subversion, and 
previous charges against the General Chairman of the SBSI trade union, Muchtar 
Pakpahan, and released him from custody. 

(B) The Government has substantially reduced the requirements for 
legal recognition of the SBSI or other legitimate worker organizations as a trade union. 


(b) WAIVERS.- 
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(1) IN GENERAL.-The limitation on United States military assistance and 
arms transfers under subsection (a) shall not apply if the President determines and notifies 
the Congress that- 

(A) an emergency exists that requires providing such assistance or 
arms transfers for the Government of Indonesia; or 

(B) subject to paragraph (2), it is in the national interest of the 
United States to provide such assistance or arms transfers for the Government of 
Indonesia. 

(2) APPLICABILITY.-A determination under paragraph (1)(B) shall not 
become effective until 15 days after the date on which the President notifies the 
Congress in accordance with such paragraph. 

(c) EFFECTIVE DATE.-The limitation on United States military assistance and 
arms transfers under subsection (a) shall apply only with respect to assistance provided 
for, and arms transfers made pursuant to agreements entered into, fiscal years beginning 
after the date of enactment of this Act. 

SEC. 464. UNITED STATES MILITARY ASSISTANCE AND ARMS TRANSFERS 
DEFINED. 

As used in this Act, the term “ military assistance and arms transfers” means- 

(1) small arms, crowd control equipment, armored personnel carriers, and such 
other items that can commonly be used in the direct violation of human rights, and 

(2) assistance under chapter 5 of part II of the Foreign Assistance Act of 1961 
(relating to international military education and training or “IMET”), except such term 


shall not include Expanded IMET, pursuant to section 541 of such Act. 
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Question for the Record submitted to = 


Deputy Assistant Secretary for East Asian and Pacific Affairs 


Aurelia E. Brazeal 
before 
The House International Relations Committee 
Subcommittee on Asia and the Pacific 
May 7, 1997 


The Indonesian army has long been a secular institution. I 
hear that quiet pressures are now being applied, however, 
to Islamicize the senior officer corps. I have two 
questions in this regard: 


-- can you identify any individuals so affected; and 


-- if this is occurring, what implications does it have 
for Indonesia's relations with the'U.S.? 


Indonesia adheres to a secular state philosophy -- 
Pancasila. One of the pillars of Pancasila, which the army 
has done much to promote, is the belief in one God and 
religious tolérance. 


Christians have had a long tradition of military service in 
the Indonesian military, beginning with the Dutch colonial 
army which recruited heavily among Christian minorities. 
Several recent studies have found that Christians have been 
and still are over-represented in almost every segment of 
the Indonesian elite, when compared to their numbers in the 
population as a whole. This has been the case in the 
military as well. 


In recent years, though, there appears to have been an 
increase in the infuence of Islam within the Indonesian 
military, particularly the army. Some have maintained that 
Christian military personnel are now being discriminated 
against in terms of promotions and assignments. Muslim 
officers, on the other hand, seem to view the situation: 
differently, perceiving themselves as -having: been 
disadvantaged historically and only now beginning to 
achieve equality. While the three most senior positions in 
the Indonesian armed forces are currently held by devout 
Muslims, many believe this to be a coincidence and not 
necessarily the result of any pressure. 


We see no particular reason a more Islamic Indonesian 
military would necessarily affect Indonesia‘s relations 
with the United States. We have good relations, of course, 
with numerous nations whose military establishments are 
almost entirely Muslim. Moreover, we share important 
interests with Indonesia, security and otherwise, which 
should help maintain good working relations with that 
country's military. At the same time, we continue to 
believe our IMET program represents the best possible means 
of ensuring that Indonesian military personnel understand 
U.S. policies and that they receive exposure to the 
professionalism and rule of law that characterize the 
conduct of the U.S. Armed Forces. 
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Question Submitted for the Record 
by Congressman Sherrod Brown 
for Aurelia E. Brazeal 
Deputy Assistant Secretary for East Asia and Pacific Affairs 
Subcommittee on Asia and Pacific Hearing 
U.S. Policy Toward Indonesia 
May 7, 1997 


You’ ve testified that the State Department is continuing to examine the question of 
reinstating the formal review of Indonesia’s eligibility for GSP privileges. 


A. Would you agree that the GSP program works to provide the U.S. with an 
important means to encourage compliance with international labor standards? 


B. Ifso, why has the formal review of Indonesia’s eligibility for the program 
been suspended for the last three years? 


C. When will a decision be made on whether the formal review process will 
be reinstated? 
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Deputy Assistant Secretary Aurelia Brazeal Testimony on 
U.S. Policy Toward Indonesia 
May 7, 1997 
Questions for the Record 
Submitted by Congressman Sherrod Brown 


Question 
Would you agree that the GSP program works to provide the 
U.S. with an important means to encourage compliance with 
international labor standards? 

Answer 
Yes, I would agree that the provisions in Title V of the 
Trade Act of 1974 on internationally recognized worker 
rights constitute a significant tool for encouraging 
countries to come into closer compliance with international 
norms on labor policy. The Executive Branch takes 
seriously the administration of these provisions, as well 


as other provisions relating to the eligibility of GSP 


beneficiary and potential beneficiary countries. 


Question 
48 If so, why has the formal review of Indonesia’s eligibility 
be for the program been suspended for the last three years? 


Whei: will a decision be made on whether the formal review 
process will be reinstated? 


Answer 
Prior to the suspension of the formal GSP review, Indonesia 
made specific commitments to improve its labor practices 
and to make further progress on worker rights in 


cooperation with the ILO and the U.S. Government. This led 
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to the decision to suspend the formal GSP review, but to 
revisit Indonesia’s labor policies after another six 
months. After this six month reexamination and 
consultations with high-ranking U.S. Government officials, 
Indonesia announced a comprehensive action plan on 
industrial relations. We believe this cooperative approach 
is most likely to result in new commitments from Indonesia 


and continued progress on worker rights. 


During the course of the formal review in 1993, then USTR 
Michael Kantor met with the Indonesian Foreign Minister and 
other officials to press for progress on worker rights. 
Subsequently, a USTR-led delegation traveled to Indonesia 
in September 1993 to conduct a week-long series of 
consultations on the issue. These efforts yielded limited 
progress on Indonesia’s labor practices, which was cited in 
the Administration’s-February 1994 decision to suspend the 
formal review of the country’s GSP status. The review was 
suspended on the condition that the U.S. Government would 
reassess the worker rights situation in Indonesia six 


months thereafter. 


Specifically, in January 1994 the Indonesian government 
submitted a summary of measures it had taken to improve 


worker rights. These steps included promulgation of new 


99° 
aes 


regulations to (1) allow workers to form company unions 
independent of the government sanctioned national union; 

(2) permit these new unions to negotiate binding collective 
labor agreements; (3) restrict the role of security 
authorities in cases of industrial dispute; and (4) 
Provide for a simplified mediation procedure to resolve 


complaints or disputes arising in the workplace. 


The document the Indonesians submitted in January 1994 also 
detailed work with an ILO team that visited Indonesia in 
November 1993 and described actions the government had 
taken pursuant to the ILO’s recommendations. Finally, 
Indonesia described the measures it had taken to raise the 


minimum wage. 


At the time of the 1994 suspension of the GSP review, 
Indonesia also committed to “using the good offices of the 
ILO” to make further progress on worker rights and noted 
the Indonesian government’s intent to work with the United 
States towards this goal. In late 1994, after a second 
USTR-led delegation to Indonesia to assess the worker 
rights situation, the Indonesian government announced a 
comprehensive plan for industrial relations reform. 
Specific reforms included: (1) restructuring the 


government recognized union (the SPSI); (2) a change in 
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the system for collecting union dues; and (3) the 
submission of a new draft labor law by the Indonesian 


executive branch to parliament. 


Over the next three years, the USG continued to closely 
monitor worker rights developments. In myriad bilateral 
consultations, including five additional visits to 
Indonesia, U.S. officials monitored the implementation of 
the 1994 action plan. Information gathered on a visit to 
Jakarta by a USTR official in early 1997 indicated that 
Indonesia had made progress in implementing the 1994 action 
plan, but that more progress was needed in areas related to 
freedom of association and the right to organize and 


bargain collectively. 


The issue then was how best to spur further progress on 
worker rights in Indonesia. The Administration seriously 
considered the suggestion by certain members of Congress 
and by the AFL-CIO that the U.S. Government reinstate a 
formal review of Indonesia’s GSP status. After weighing 
the various options carefully, and in light of progress on 
some aspects of worker rights resulting from the benchmark 
approach, in May 1997 we decided to pursue a new action 


plan for worker rights progress outside of a formal GSP 
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review. Administration officials briefed Congressional 


staff on this decision. 


While the Administration decided to pursue new benchmarks 
outside of a formal GSP review, the concerns expressed by 
Members of Congress and by the AFL-CIO were factored into 
the May decision. This included the denial of six GSP 
waivers for which Indonesia had petitioned. Worker rights 


considerations were a key factor in this determination. 


We believe establishing an action plan with benchmarks to 
be the most sound tactical approach to creating an 
environment for achieving results from the Indonesian 
government on this important issue. The new benchmarks, 
which we are in the process of establishing ina 
reinvigorated dialogue with Indonesia, will provide us with 
a basis to focus our efforts on advancing worker rights in 


Indonesia and to assess progress. 


We have consulted with the AFL-CIO and other groups active 
in worker rights to develop the U.S. Government 
recommendations of areas for continued progress. During 
the first week of November, USTR and Indonesian government 


officials met in Jakarta to initiate discussions on a new 
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set of benchmarks. Discussions will likely continue in 


February 1998 in Washington. 
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